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A New 


R CHURCHILL has once more shown himself to 

be a democratic leader. The public reaction to his 
Sunday evening broadcast of a fortnight ago, as voiced 
by a very critical, and at times almost hostile, House of 
Commons, convinced him that drastic changes were neces- 
sary. The changes were made, and they may prove to 
have been drastic. As he had yielded on the demand for 
a Minister of Production, he yielded on the demand for a 
War Cabinet on the Lloyd George model, composed of a 
few men, of the highest competence, comparatively free 
from administrative burdens. The new War Cabinet con- 
tists of seven men, only three of whom hold departmental 
Office. It would not be true to say of the Foreign Secretary 
(though it may be true of the Dominions Secretary) that 
his departmental duties are light ; but they are wide in 
scope and general in character. Only the Minister of 
Labour, of the seven, has a narrow departmental function, 
and his exception from the general rule can be excused 
on the double ground that while Mr Bevin could hardly 
be omitted from the supreme direction of the war, he 
could only with great difficulty be replaced at the Ministry 
of Labour. Mr Lyttelton and Sir John Anderson have 
already been acting with success in exactly the capacity 
for which members of the War Cabinet are needed. 


The most striking inclusion in the list was the name 
of Sir Stafford Cripps ; the most unexpected exclusion 


Start 


was Lord Beaverbrook. Some newspapers have sought te 
explain Sir Stafford’s appointment as a desire by the 
Prime Minister to retain a skilled advocate to plead his 
case with the Commons. But to think that is to mistake 
the man. Whatever Sir Stafford is in his profession, he 
is not a paid advocate in politics. On the contrary, his 
record shows that he is a man of unusual singleness of 
purpose and determination. He will certainly not be the 
weakest man in the new Cabinet, and on many topics 
he may come to be its leader. By the curious alchemy of 
politics, Sir Stafford has returned from Russia as a public 
figure of the first rank, and he carries with him into the 
Cabinet a very considerable force of public opinion. It is 
a pity that his brief interval of freedom between Moscow 
and Downing Street was not long enough to enable him 
to state, and secure public support for, a consistent frame- 
work of political ideas adapted to the new situation. He 
might have gone into the Cabinet, not only as a new man, 
but as a new man with a new policy. As it is, that new 
policy has to be developed behind the locked doors. But 
in a way that must be unique in political history, Sir 
Stafford, so recently an outcast, finds himself with the ball 
at his feet. 

The state of Lord Beaverbrook’s health has been given 
as the reason for his exclusion, and though his health is 
undoubtedly not good, it would presumably not,by itself 
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have served to exclude him from office altogether. The 
real reason for his departure is unknown to the pubuic, but 
it may be taken for granted that there was a piace for him 
in the Cabinet if he had felt able to take it. ce attempt 

has ever been made in these columns to minimise. Lord 
Beaverbrook’s deiects as a planner and organi i 
one thing he had magnificently 
securing the confidence both of 
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symbolic. To-day, something more is wanted. It is not 
enough to tell the ¢ Brit sh people to awake and be of good 
courage. Much more than sloth has to be re ed. There 
have to be changes—some of them painful—in the com 





tortable ways of doing things, in the accustomed 
choosing men, Now the changes are 
perhaps not 
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needed not only 
mainly—in the supreme direction, but at 
every grade of the structure of the state. In Commander 
<ing-Hall’s colourful language there should be a “ night 
uf the long knives” in many parts of the administrati: 
machine. 

There is another most significant difference between 
May, 1940, and February, 1942. The earlier c! 
nion of the political parties, this change is the end of 
political parties. The Cabinet of May, 
rely of party leaders. Apart from Mr Chur a it was 
made up of Mr Chamberlain and Lord Halifax, Mr Attlee 
und Mr Greenwood. In this Cabinet, apart cae n : Mr Attlee 
ithout personal offence, can be called its least con- 
siderable member), there is not a single man who was a 
party leader three years ago. Mr Churchill was a rebel of 
ten years’ standing. Sir Stafford Crip ops had been expelled 
from his party, Mr Eden had resi nad from me § Govern- 
ment, Mr Bevin had never sat in the House of Common 
Sir John Anderson was barely in politics, Mr Lyttelton 
not at all. There could have been no clearer proof of the 
bankrupicy of all the existing parties. The only service 
they can still render to the nation is to dissolve them- 
selves as quickly and as completely as possible 

Possibly the most encouraging feature of the events 
of the last two weeks has been the very healthy refusal 
of the public and the House of Commons to take the new 
Government on trust. It must prove itself. If it turns out 
to be a mere re-shuffle of offices, the old criticisms wil 
reappear very quickly. But the new Cabinet has no 
enemies, and if it proves that it can make a new start, 
that it can change the whole spirit and tempo of govern- 
ment, it will receive overwhelming support. Almost any 
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another of the breaches of tradition that have been per- 
petrated this week. Of the qualities of the higher com- 
n only those who know the facts are really in 
osition to judge; the outsider, judging by results, 
cann » but be doubtful. But every citizen is in a good 
ge the junior officers and the other ranks. 
Much has been made of the “ democracy” of the new 
ritish Army. But is it really more than a facade? A list 
of old boys of a certain public school who are serving in 
HM Forces has just come to hand ; in page alter page ol 
names there is only the merest sprinkling who are any- 
thing but officers or cadets. Can it really be said, in the 
face of facts like these, that there is an unbiased selection ? 
To put the matter quite bluntly, the troops do not believe 
r their 


soldierly competence, 
ies beyond the ordinary 
in such circumstances, the 
fullest confidence between officers and men ? Again, one 
feature that the most successful armies of this war 
—the German and the Russian—have in common 
is that they go to great pains to develop the intel- 
ligence of the ordinary private soldier, not merely 
is military intelligence but his intelligence as a 
cit zen. They convince him of his importance in 
the nation, they give him a sense of belo nging to a com- 
munity. This is what is meant by teaching the Army 
politics ; but ‘the British Army cannot be taught politics 
because nobody knows what its politics are. 
the consideration of 
it arrives at 


their oihcers are seiected {or 
wuielr po Sess 


man’s reach. How can there be, 


ion of quaut 


Thus from whatever starting point 
what must be done to win the war sets out, 
the conclusion that there must be the conscious construc- 
tion of a living democratic faith. A whole series of articles 
in The Economist has attempted to show the raw material 
out of which such a faith can be built. It is not a question 
of impos sing doctrines on those who do not accept them, 
but of difying the real ; ‘ment that already exists. It 
is ‘not a question of desiening something that is to be 
kept in cotton wool until the victory has been won, but of 
ne the faith that will move mountains in wart'me. 
The Cabinet should not regard this as a distract’on from 
their main task ; it is part of their main task and after two 
and a half years of spiritual vacuum there are few things 
more urgent than to fill it. 


. = =. FF 


d 


ne 


February 28, 1942 


THE ECONOMIST 


275 


Trial otf the Republic 


FTER a delay of over a year, the Riom trials have 

at last opened. Two French Prime Ministers, 

MM. Daladier and Blum, two Ministers, M. Cot (who 
is in America) and M. La Chambre, General Gamelin 
and M. Jacomet, Secretary-General to the Ministry of 
National Defence, stand indicted for a variety of crimes 
against the nation. M. Reynaud and M. Mandel await 
their turn. There is an air of unreality about the whole 
proceedings, almost an Alice-in-Wonderland effect—if the 
issues were not so tragic. One could expect the 100,000 
pages of evidence to have been collected on a slate with 
a squeaky lead pencil and one of the chief witnesses for 
the Crown to turn out to be a lizard—M. Bonnet, 
perhaps. There is the same air of bewilderment, the same 
difficulty in distinguishing accusers from accused, the 
same tendency to shout “ Off with his head” on totally 
inadequate evidence. 

The defendants themselves have been the first to point 
out the unconventionality, not to say fiat illegality, of the 
trial. In one sense, they have already been condemned 
without a hearing. Last October, Pétain’s Council of 
Political Justice passed judgment of “ political confine- 
ment” on a number of the accused. Apparently the 
distinction—dear to France’s new masters—between 
“justice” and “ political justice” is to be grafted on to 
the French system. Yet the crimes are political, rather 
than moral. The indictment speaks of neglect of France’s 
armaments, failure to co-ordinate foreign policy and 
military strength, faulty staff work and strategy. What is 
to be gained by trying these political offences again, when 
the Committee of “ Political Justice ” has already spoken? 
What is the point of the trials at all? 

With Vichy, it is always a useful point of departure to 
find out whet interest Berlin has in any given point of 
policy ; here, the connection is obvious. As M. Daladier 
put it: ““ Germany, who is really responsible for this war, 
today by this trial wants to obtain proof of her innocence.” 
But it is not only the Nazis who are in search of scape- 
goats. The way in which the Riom trial is developing, 
with the hushing up of all military scandal, the acceptance 
of General Gamelin’s silence and the insistence on the 
faulty political conduct of the war, all point to one thing: 
the building up of a French “stab-in-the-back” myth. The 
French army—like the German army in 1918—was not 
beaten. It was betrayed, so the myth will run, by those 
who stirred up—the accusation is levelled at Blum— 
“social disunity and class war.” The army, whose honour 
is in the ancient Marshal’s keeping, is to emerge intact. 


‘Tt is the political system that is to be the real scapegoat 


of Riom. Both Daladier and Blum have protested against 


this suppression of the military evidence. They deny that 
all was ill in politics and all well at the front. As Daladier 
pertinently remarked, “ Is it [the trial] to ensure impunity 
for the generals who capitulated in the midst of the 
fight? Is it that in reality today’s trial is directed against 
the Republic? ” 

This is exactly what Riom is—the trial of the Republic, 
the grand frame-up to throw on to the pre-war political 
and social system of France the whole blame for 
Germany’s invasion and Pétain’s collapse. Nearly two years 
have passed since the melancholy capitulation. A spate of 
books have been written on the state of France. Witnesses 
have escaped from occupied and unoccupied territory. The 
world outside is in a better position to judge “ the truth 
about the tragedy of France.”’ Perhaps it would have been 
wiser if Pétain had held the trials immediately when, in 
the confusion and terror and recrimination, his thesis of 
an upright honourable enemy, an undefeated army and 
a swarm of cowardly, incompetent politicians might have 
commanded assent. Today France and the world know 
better. 

The tragedy of France was not her political and social 
system so much as the incompetence of that system to 
stand up to totalitarian war against an enemy twice as 
numerous. The French Republic had errors and futilities 
enough, yet can it seriously be maintained that the 
German and Italian systems of government, designed for 
war and maintained for the sake of war, were to be 
preferred? The downfall of France was not primarily due 
to shaky Cabinets and an irresponsible parliament—they 
played their"part, but millions of Frenchmen lived happy, 
unpolitical lives whatever Government came or went—it 
was due to an implacable enemy bent on world conquest 
and to a military and economic system incapable of 
meeting this enemy’s threat. The indictment against the 
Republic is that it failed to rise to the new challenge— 
economically, militarily and politically—not that it was 
responsible for the challenge itself. 

Total war is waged successfully by a certain type of 
community—the totalitarian community. Germany and 
Russia are the supreme examples of this, Japan bids fair 
to be another. So far total war has not been waged success- 
fully by free communities. Looking back on September, 
1939, the people of both France and Britain must realise 
how completely unfitted they were for the ordeal. Britain 
had a Channel and the chance of a second wind. France 
relied on the Maginot Line and had no second chance. 
She cannot now contribute, save by way of warning, to the 
solution of the supreme problem ; but the trial of the 
Republic is in one sense the trial of every free state. 
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It is, of course, vital to distinguish between the weak- 
nesses of French democracy and the weaknesses of 
democracy as such. The French Republic was not a 
perfect example of a democratic community. For 
example, it had a multitude of shortcomings which are 
not shared by Britain—a peace party on the Right waiting 
for the first opportunity to sell out, a mass of non- 
co-operative Communist opinion on the Left, and no 
possibility of bridging the great gaps between the various 
economic and social sections of society. These are faults 
which are not inherent in democracy as such ; and there 
were others. The two accused Prime Ministers were right 
to insist that military bungling played a great part in the 
final collapse. There is no reason on earth why a free 
community should not devote some of its best research 
and most creative intelligence to the problems of defence 
and still remain a free community. On the contrary, if 
France had kept abreast of modern methods of warfare, 
she might well have produced forms of military service 
far less onerous and far more individually satisfying than 
three years’ conscription and the levée en masse. It is a 
paradox that the German system, both in the relationship 
between officer and man and the devolution of responsi- 
bility, has produced a far more democratic army. If such 
changes towards greater freedom and spontaneity could 
be introduced within a framework’ of rigid dictatorship, 
they could certainly have been introduced into a society 
where equality and individual responsibility are—or ought 
to be—the mainsprings of action. 

Another fatal weakness of the French Republic—its loss 
of unity and confidence—is again obviously not inherent 
in a democratic society. It is true that the French people 
had lost all sense of the things for which they as indi- 
viduals and France as a nation really stood. There was 
little trace of a personal vocation or a national mission in 
the way in which France went to war. Il faut en finir, 
which began as a gesture of dogged defence, ended as a 
catchword of collapse. But it does not follow that no 
free community can “ project” itself, can have a vision 
of its function and mission. It does not follow that there 
is no answer to the fanaticism of the all-embracing political 
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state with its creed and its discipline imposed from above, 
France’s answer should surely have been to realise that 
she was fighting for the opposite principle, a community 
unified by agreement, a war effort sustained by volunta 
sacrifice and dedication, a way of life in which politics 
only played its part among other activities, an economic 
framework within which co-operation, not regimentation, 
imposed the social purpose of the community. Instead of 
this, the onslaught of war on France brought with it 
some of the worst elements of the totalitarian enemy— 
censorship, arbitrary arrest, the concentration camp. Small 
wonder that, with the repression and without the 
fanaticism of the dictatorships, the French community 
collapsed. 

Yet there is a fundamental sense in which a democracy 
can never be fully prepared for the ordeal of total war 
just because it is a democracy. Democracy is an order of 
society based on co-operation and consent and aimed 
towards the wellbeing—moral and material—of its 
citizens. Totalitarianism is a system of government based 
on regimentation and violence and directed towards the 
acquisition and exercise of power. It follows inevitably 
that the second system is always better prepared for war, 
since it demands as a regular part of the life of the 
community sacrifices and violations of human dignity and 
happiness which no free community will accept until war 
is actually inevitable. And there is no solution to this 
dilemma save, in the unhappy, discredited *yet never- 
theless essential slogan of the last war, “to make the 
world safe for democracy.” 

Free communities cannot cope with totalitarian dictator- 
ship on an equal footing once the totalitarian dictator has 
seized power. Then all the immediate chances of war 
are on his side. There is one means only of meeting the 
threat; that is by ruthlessly maintaining a system in which 
the totalitarian dictator cannot arise. France has, it is true, 
capitulated in the immediate fight to check the wicked 
system she allowed to grow up on her frontiers. But a 
future, liberated France will rise to play her part in the 
even greater task of maintaining a world from which the 
totalitarian menace has been effectively purged. 


Ten Years of Protection 


UST ten years ago, in the last week of February, 1932, 

the Import Duties Act received the royal assent. On 
March 1, 1932, Great Britain became a protectionist 
country. It is true that there had been protective duties 
before the Act of 1932: McKenna duties, key industry 
duties, abnormal importations duties, horticultural duties. 
It is true also that many new varieties of protection have 
since followed: Ottawa duties, agricultural quotas, sub- 
sidies, exchange restrictions. But the Import Duties Act 
was the dividing line. Before March 1, 1932, Great 
Britain was a Free Trade country, with a few exceptions. 
Since that date, Great Britain has been deliberately and 
boastfully protectionist. With the outbreak of the war, 
import duties, as such, ceased to have any -but the 
slightest influence on the course of trade, and some of 
them have been reduced or abolished. But the tenth anni- 
versary is nevertheless a good opportunity for an attempt 
to assess the effects of British protectionism. 


It may be said at once that the direct effects of the 
Act have been much less than was expected at the time 
—less good than was boasted by its authors and less bad 
than was apprehended by its opponents. In the popular 
mind, it is true, this judgment would hardly be accepted. 
Post hoc ergo propter hoc is good reasoning for the man 
in the street, and he looks no further than the undeniable 
fact that Britain was chronically depressed in the last 
decade of Free Trade and that a recovery, which in its 
ater stages was very rapid, began almost as soon as the 
Act was on the statute book. But there is really very 
little evidence for such a hasty conclusion. The Import 
Duties Advisory Committee itself investigated the 
change in employment in protected and unpro- 


tected industries when the Act was two years old. In 
industries affected by that Act, the total number of per- 
sons employed in 1934 was 50,000, or 1.4 per cent, 
lower than in 1930; in industries not covered by the 
Act, employment was 392,000, or 6.2 per cent, higher.* 
It is possible that the feelings of confidence engendered in 
protected industrialists by the Act led to an increased 
volume of capital investment ; but it is very doubtful 
whether this was of substantial quantitative importance. 
As is notorious, the great increase in investment in the 
recovery years was in housing, which could not have 
been affected by protective duties. 

Indeed, it can be argued with considerable force that 
British recovery was attained in spite of protection rather 
than because of it. The first reason for so arguing is that 
the export trades remained, throughout these years, the 
great drag on recovery, and not even the most ardent 
protectionist would claim that import duties have a 
favourable effect on exports. Secondly, it can be very 
clearly demonstrated that the great increase in the 
demand for houses, for motor-cars and for all sorts of 
household equipment originated in the fact that the British 
people enjoyed all the benefits of cheap food and cheap 
raw materials. As was pointed out in The Economist at 
the time, the estimated expenditure of the public on food, 
clothes, liquor and tobacco fell by some £320 millions a 
year beween 1924-27 and 1932, while the total paid out 





* The figures can be found in full, together with much other 
information, in “ Britain Under Protection,” by Frederic Benham, 
published by the Macmillan Co. of New York for the Carnegie 
Endowment. (271 pages, 10s. 6d.) Dr. Benham’s book is _ 
disappointingly superficial, but it brings together most of the 
relevant data. 


effec 
disr! 
with 









t- 


T- 
at, 
he 


in 
ed 
ul 
e, 


\er 
m, 
zie 


\er 
he 





February 28, 1942 


in wages and salaries fell only by some £65 millions. In 
other words, the British public, after paying for its food 
and clothes, had about £250 millions a year more to 
spend on other things. It is fairly widely agreed that this, 
more than any other one factor, was the mainspring of 
recovery. The Import Duties Act itself did very little 
to interfere with cheap food and materials. But the 
whole protectionist movement was clearly intended as a 
brake on the fall in prices—and on the rise in the real 
standard of living. 

On the other hand, it cannot fairly be claimed that 
import duties were a serious drag on recovery. The British 
tariff has remained a very moderate one, as tariffs go in 
the modern world. As Dr Benham reports 

They [the Import Duties Advisory Committee] have 
tended to favour low rates of duty upon foodstuffs which 
are widely consumed by the working classes. They have 
tended to favour high duties of 30 or 33} per cent upon 
luxuries and upon the products of what they regarded as 
key industries. On many manufactures they have not been 
averse from imposing an additional duty of 10 per cent, 
making the total duty 20 per cent. . . . They seem never 
to have recommended a rate of more than 33} per cent 
ad valorem on any article not subject previously to key 
industry or McKenna duties, but théy have recommended 

a number of specific duties on low-priced imports which 

are equivalent to a higher rate than this. 

Most imports of raw materials are still free, and in 
1938, when the total value of imports into the United 
Kingdom was {£920 millions, the revenue derived from 
duties that can be classified as protective was only some 
{50 millions. 


The Psychological Impact 

The traceable direct effects of the Import Duties Act 
have thus been small. But the indirect consequences 
have been more important. The Act played a large part, 
by its psychological impact rather than by its actual 
effects, in the general strategy of world trade. As a 
disrupter of international trade it cannot compare either 
with the American Hawley-Smoot tariff of 1930 or with 
the depreciation of sterling in the autumn of 1931. But 
the work of reconstruction was beginning in 1932; the 
Lausanne Conference, which buried Reparations (and, 
by extension, war debts) was held in the summer, fol- 
lowed by the World Economic Conference in the next 
year. There was a distinct possibility, with a new and 
more liberal, regime in America, that the slow recovery 
from the Great Depression might be accompanied by an 
equally gradual lifting of world trade barriers. The Import 
Duties Act was the first of a string of British acts which 
destroyed that possibility. It was not that Britain was at 
last turning to protection—few other countries could 
object to that—it was the deliberate pains that the British 
Government took to make it clear that they cared little 
or nothing for the international economy. The fall of the 
pound had already embarrassed a long list of countries ; 
but the Import Duties Act was rushed through with very 
little discussion and no consultation. The Ottawa Con- 
ference converted the inherently reasonable proposition 
of Imperial preference into a weapon of offence against 
other countries’ trade. And the crowning blow came a 
few weeks later when, by obstructing the Ouchy 
Convention, the British Government refused to 
allow other countries to do in the right way (by 
mutual lowering of duties) what they themselves had 
just done at Ottawa in the wrong. In the international 
economic history of the past decade, the onset of British 
protectionism will be criticised less for what was done 
than for the tone of voice in which it was done. 


More important than this, however, have been the 
indirect effects of protection at home. The general scheme 
of the Act was to impose a duty of 10 per cent on all 
goods not on the free list or in exempted categories, and 
to provide that higher duties could be imposed on the 
application of the trades affected. This method would, 
y itself, have put a heavy enough obstacle in the way 
of any consideration of the public interest. When an 
industry made an application for higher protection, what 
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general criterion could the Import Duties Advisory Com- 
mittee apply to it? The Act provided no guide, and if 
the industry could prove, as it usually could, that it would 
itself be benefited by a higher rate, how could the Com- 
mittee justify stopping short? And, in fact, as the record 
proves, the Committee found it difficult to act as trustee 
for interests that were always general and usually invisible 
against particular benefits that were very tangible. They 
deserved sympathy for being set an inherently impossible 
task, and their performance of it serves to push home the 
lesson that, if a protective tariff is to have any chance of 
serving the general interest, it must consist entirely of one 
or more general rates, without provision for exceptions to 
be made on special pleading. 

The Committee, however, made its task of serving the 
public interest considerably more difficult than it might 
have been. From the start, it laid down the rule thar 
‘‘ applications should be made as far as possible by repre 
sentative bodies of the trade concerned.” This ruling 
came at a crucial period. Over a period of several decades, 
the old common law against combinations in restraint of 
trade had been losing its force. More and more, it was 
being flouted and ignored, but it remained in the back- 
ground as a deterrent, and British industry, as it marched 
towards monopoly, was compelled to keep looking back 
over its shoulder. The new regime altered all that; the 
trade association was now officially encouraged ; indeed, 
the IDAC made it clear, as in the case of steel, that a 
functioning “organisation” of the trade might be a 
condition of receiving protection, that something in the 
nature of a cartel was necessary lest, by some mischance 
of competition, any of the protection should spill over 
to the consumer or to the general public. The result has 
been far-reaching. Within the decade, British industry has 
become almost completely “ organised.” Even before the 
war, the price that was determined by free competition 
was a rarity, and the trades where any fresh breezes of 
entering competition were allowed to penetrate were 
growing fewer year by year. “ Low profits and -quick 
turnover ” has become an outmoded slogan ; the new one 
is ““ high profits and restricted turnover,” and the results 
have been what might have been feared. The system has 
come to its finest flower since the war, with every trade 
“ controlling ” itself and with the nation left wondering 
why its productive effort is so sluggish. For all this, the 
Import Duties Act and the procedure of the Import 
Duties Advisory Committee are more to blame than any- 
thing else. Monopoly may not have been the expected 
child of the Act, but it is a far lustier and more dangerous 
progeny than any protection against overseas imports. 


Protection for Steel 


By common consent, the steel, industry is the test of 
the new protectionism. Over nothing else has the Advisory 
Committee lavished stch care. Unfortunately, it is diffi- 
cult to disentangle the results of protection from those 
of general recovery and general rearmament. Certainly, 
the industry itself has been more prosperous than it was 
before and some part of the renewal of plant that was 
undertaken can properly be ascribed to protection. In 
return for these benefits, the community was to get a 
reorganisation of the industry to increase its efficiency. 
But as Dr Benham says 

the “re-organisation” which the IDAC accepted in 

fulfilment of the pledge given by the industry was mainly 

administrative: a reorganisation, so to speak, on paper. 

The incentive of a tariff was used to induce the industry 

to make its trade associations stronger and more 

comprehensive. This means that the industry is 
now in a more monopolistic position. 


For the way in which the industry has used its monopolis- 
tic position, the names of Jarrow and Ebbw Vale may 
be allowed to speak—or perhaps the fact that, after the 
statement in 1935 that “the Federation categorically 
renewed the assurance . . . that it is not their intention 
to raise prices as a result of increased protection,” the 
Board of Trade index of iron and steel prices increased by 
over 38 per cent in three years. Or as a final epitaph 
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on the IDAC’s efforts to protect the public interest in the 
matter of steel, some words can be quoted from Mr D. L. 
Burn’s masterly and impartial history of the industry: * 


There was no question of a general plan .. . there 
was a marked unwillingness to interfefe with the integrity 
and autonomy of existing firms, even where this seemed 
necessary for maximum technical efficiency. ... The 
way tO maximum efficiency is more and more cluttered 
up with compromises, which to the unwary count for 
ordered progress. 


The verdict on the Import Duties Act after its first 
decade must, then, be that it has done little good and 
substanual, if indirect, harm. The days have gone when 
a return to uncontrolled trade can be seriously advocated 
—at least without a long period of adjustment and pre- 


* “The Economic History of Steel-Making.” By D. L. Burn. 
(Cambridge.) 
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paration. But the past ten years, if they have taught 
anything, should have shown that the control of trade 
and the protection of industry can only be permitted if 
the most elaborate precautions are taken to protect the 
public interest. The theory of the Import Duties Act— 
that if the profits of manufacturing industry are pro- 
tected the public interest is automatically served—is a 
typical piece of Brummagem economics and it should 
find no place in a soundly conceived economy. There 
are two possible lines of development from the present 
position: either the state, in order to secure the public 
interest, will have to interfere more and more deeply in 
the conduct of ordinary business; or else protection in 
Britain, as in the United States, will have to be accom- 
panied by anti-trust legislation to enforce competition and 
prevent restriction. If industry regards that as a choice 
of evils, it must blame the Import Duties Act and the 
lessons that its first ten years have taught. 


Social Surveys 


O* few occasions since it began its series of searching 
criticisms has the Select Committee on National 
Expenditure found a branch of Britain’s war effort for 
which it has little but praise. The conclusions of its latest 
report are the more remarkable since the subject—the 
Wartime Social Survey of the Ministry of Information— 
was for a short time as big a butt of the daily Press as 
the Department that sponsors it. 

As the Select Committee points out, the campaign 
against “ Cooper’s Snoopers ” in July, 1940, with its com- 
plaints of Gestapo methods, was based upon nothing more 
substantial than the ill-advised secrecy which surrounded 
the Survey when it was first set up, together with a 
general dislike for anything that the Ministry of Informa- 
tion touched. There was no evidence that the public 
objected either to the principle of the survey or to being 
interviewed ; indeed, it is probable that those selected 
for interview achieve a certain kudos in the eyes of their 
neighbours. As for the argument current in the summer 
of 1940—that social surveys are all very well, but they 
should be left to private investigators—it has been the 
experience of many people who have collected information 
from the public on official behalf that the phrase “ for 
the Government ” is an open sesame to confidence rather 
than the reverse. 

But though the Survey can be acquitted of the frivolous 
charges brought by the Press, the question still remains 
whether it is really necessary. On this the Select Com- 
mittee has no doubt; it considers that “the Wartime 
Social Survey is an essential service, performing useful 
work .. .” To begin with, its chief purpose was to test 
the effect on the public of Government instructions and 
publicity. This it still does ; for instance, it has investi- 
gated the success of the Ministry of Food’s Kitchen 
Front campaign and various problems of clothes rationing 
for the Board of Trade. But the Survey is also used as 
a precursor of policy as well as an investigator into its 
effects. To take a purely hypothetical example—it might 
seem to the Board of Trade that the manufacture of hats 
should be prohibited, and a preliminary survey could 
determine whether this would cause genuine hardship. 
The difficulty about extending the scope of the Survey 
in this direction is that the policy for which it is to provide 
the basis must remain a secret. Clearly, some of the present 
troubles of soap rationing would have been avoided if 
the Ministry of Food had been able to obtain in advance 
some idea of the amount of home laundry that is done 
and the amount of soap used in households with young 
children compared with other households. But the persons 
interviewed would not have to be very intelligent to guess 
the reasons for the enquiry, and the secret would be out 
long before the results of the survey were made known 
to the Department concerned. 

Thus, the main purpose of the Survey is to assist in 
adapting and modifying policy rather than moulding it. 


But it is as well to emphasise that the Survey is mainly 
concerned with such concrete things as hats and soap 
and recipes in case there are still members of the public 
and MPs who regard it as a thermometer in the mouth of 
public morale. It is true that in its early days it was used 
in this way, but the practice was dropped, and the Select 
Committee has no hesitation in recommending that it 
should not be revived. There is no reason why questions 
of public opinion, such as “ Do you agree with the com- 
position of Mr Churchill’s Cabinet?” should cause resent- 
ment, as the Committee says they would, except, perhaps, 
among MPs who regard such an assessment of public 
opinion as an encroachment on their province. There has 
been no evidence that the public resents being cross- 
examined by Mass Observation or the British Institute 
of Public Opinion, and the Home Intelligence section of 
the Ministry of Information, to which the Survey is 
attached, presumably has its own method of watching the 
effects of events on public opinion. But such enquiries, 
though interesting and possibly useful, cannot by their 
nature have the same value as the factual investigations 
carried out by the Survey. They show the short-term 
fluctuations in morale, but they provide no information 
on which long-term policy can be based. 
The distinction between these two sorts of social 
enquiry serves to emphasise the scientific nature of the 
Wartime Social Survey. In all research work of this kind, 
success or failure depends upon the interviewers. The best 
interviewers are both born and made. They must be born 
with a sympathetic temperament and ability to inspire 
confidence in strangers ; they must be trained to acquire 
the detachment of the scientist. It is reassuring to learn 
from the Select Committee’s report that the interviewers 
employed by the Wartime Social Survey are chosen with 
the greatest care. They are carefully trained and coached 
in the subject to be investigated ; and before they set out 
on the survey they take part in experimental interviews 
so that they can discover the pitfalls to be avoided. The 
questionnaires are drawn up with the help of the Depart- 
ment concerned in the survey and a panel of scientific 
consultants, whose advice is also sought on the form of 
the reports. The work of the Survey would certainly 
expand were it not for the difficulty of finding suitable 
interviewers, but the Ministry has rightly refrained from 
lowering its standard of recruitment. It is also important 
to point out that, although the Survey is controlled and 
financed by the Ministry, neither the interviewers nor the 
editorial staff are civil servants, and the Ministry never 
sees the names and addresses of the persons interviewed. 
The high qualifications required in both the interviewers 
and the directing staff of survey work make it a costly 
business. The Select Committee states that the estimated 
expenditure on the Wartime Social Survey is £40,000 
for the current financial year, which it considers not exces- 
sive. But the Survey is being used continually, so that its 
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overhead cost is probably lower than that of outside 
organisations, whose sufvey staffs are only used inter- 
mittently. This question of costs is important when the 
future of social survey work is considered. Extremely 
valuable individual surveys, such as Mr Seebohm 
Rowntree’s in York, have been carried out ; but to keep 
together a team of twenty interviewers—the size of the 
Ministry’s team last October—and a first-class directing 
staff, security of employment is essential, and probably 
only the State can afford to guarantee it. 

Unless, therefore, social survey is to be allowed to fall 
into a decline after the war, the Government must be 
prepared to bear its cost. But if it is to continue in peace- 
time as an officially sponsored experiment, the question 
of who should control it must be settled. The Select 
Committee has accepted the suggestion that the Wartime 
Social Survey should be placed under the direct authority 
of a member of the War Cabinet, such as the Lord Presi- 
dent of the Council. One reason for this recommendation 
—that the Ministry of Information has a bad name— 
carries little weight, and it is in any case a little hard 
on the Ministry, which has had to bear so much abuse 
for other people’s mistakes, if it is not allowed to receive 
the credit when it does do something worth while. But 
there is a lot to be said for the other argument, that as 
the work of the Survey is done for more than one Depart- 
ment, it should not be controlled departmentally. In 
practice, however, as the Select Committee itself found, 
very good relations have been established between the 
Departments and the Survey, which it would be a pity 
to disturb by further reorganisation. Moreover, there is 


NOTES OF 


The Conduct of the War 


“There is nothing which I do or have done as 
Minister of Defence which I could not do as Prime 
Minister.” This sentence was the core of Mr Churchill’s 
argument against including defence, with production, home 
affairs and Dominion relations, among the “spheres of 
superintendence” of other Cabinet Ministers. Actually, 
very few of his critics believed that the Prime Minister, 
especially when he was Mr Churchill, could cease to direct 
defence matters ; their point was that he could not also, 
because of the time and energy required, direct production, 
lead the Commons and make almost every Cabinet decision 
in person. The Prime Minister dispelled the crude picture 
of the “ Captain-General” personally conducting the war 
from day to day himself—which is no truer of Hitler and 
“that great strategist ” (to quote Sir Stafford Cripps) Stalin 
than it is of Mr Churchill. In strategy, as in everything 
else, the danger is a bottleneck on the Premier’s, the 
Fuehrer’s, or the President’s desk. The war is conducted 
from day to day by the First Sea Lord, the Chief of the 
Imperial General Staff and the Chief of the Air Staff, who 
make up the Chiefs of Staff Committee and “ give executive 
directions and orders to the commanders-in-chief in the 
various theatres.” In 1941, this Committee met 462 times, 
always once and often twice a day, and Mr Churchill pre- 
sided on only 44 occasions ; usually the Prime Minister is 
represented by Major-General Ismay, who heads a small 
advisory staff which is part of the War Cabinet secretariat, 
and he is “responsible for keeping the War Cabinet and 
myself informed on matters requiring higher decision.” 
Mr Churchill made it plain that any notion of campaigns 
being conducted by politicians was quite wrong. The three 
Chiefs of Staff have professional executive control of their 
three Services; subject to the Prime Minister’s genera! 
supervision, suggestion and guidance, they are “left alone 
to do their own work.” If this is really so, there is a marked 


contrast with the pull-devil pull-baker situation of the last 
war. 


I do not think there has ever been a system in which the 
professional heads of the fighting Services have had a freer 
hand or a greater or more direct influence or have received 
more constant and harmonious support from the Prime 
Minister and the Cabinet under whom they serve. 


The paliticians are, of course, responsible for what is done ; 
the three Service Ministers are the responsible heads of 
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a possible danger that if it were centralised, the Depart- 
ments would regard it as a means of Cabinet prying into 
their work and efficiency and retire behind their usual 
secrecy. 

On the assumption that the Survey continues after the 
war, however, the best solution for it seems to be to 
establish it under an independent but State-financed body 
like the Medical Research Council, which works under 
the administrative direction of a committee of the Privy 
Council. The MRC, one of the good things to 
‘emerge from the last war, has shawn that science can 
be State-aided and yet retain its independence, and to 
place the newest form of social science under similar 
auspices would appear to give it the best chance of 
successful development. 

There is finally the question of whether the Survey’s 
reports—or, at least, their conclusions—should be made 
public. The Board of Trade published the results of its 
enquiry into the use of clothes coupons, and it is difficult 
to see what harm could be done by the publication of 
the Survey’s findings—in fact, a great deal of harm might 
be prevented had, for instance, a survey of the ATS 
revealed how ill-founded was the recent whispering cam- 
paign. The public, as the Home Division of the Ministry 
of Information must know by now, wants facts, and much 
unnecessary resentment and absurd criticism would dis- 
appear if people were given the facts about themselves. 
At present, it is true, considerations of security possibly 
preclude publication; but there should be no secrecy 
about any social surveys that may be undertaken after 
the war. 


THE WEEK 


their departments, and they are members of the Defence 
Committee of the Cabinet. But it is the Chiefs of Staff who 
attend the War Cabinet when military matters are discussed. 
Apart from Mr Churchill’s general direction, as both Prime 
Minister and Minister of Defence, the war is being run 
by the professionals, who must share the praise and blame 
for what happens and what has happened. Obviously, there 
have been notable political interventions, as in the ‘case of 
the Greek campaign. But, on balance, the question seems to 
be, not whether laymen are interfering too much with the 
conduct of the war, but whether Service Ministers and the 
Cabinet as a whole count for too little. A week or so ago 
the working of the Board of Admiralty was described in 
answer to a Commons question, and there was a feeling 
among some Members that the First Sea Lord was probably 
too powerful and the First Lord not powerful enough. Wars 
must, of course, be run by soldiers, sailors and airmen— 
and Mr Churchill—but professionalism can perhaps be 
carried too far for enterprise and initiative to flourish. 


* * * 


One More Chance 


It is firmly reported that the Government has decided 
to offer greater freedom to the people of India. There is t= 
be an early debate on its decision. The statement of a 
new policy towards India is now more than a matter of 
expediency—or equity. It is a matter of necessity. Indeed, 
it is a melancholy fact that Mr Churchill and his col- 
leagues should only have been brought to this under 
duress—from Japan ; and the fact that the Indian political 
leaders have been no more ready to meet concessions half- 
way is just as melancholy. The problem at this juncture is, 
first and foremost, one of Imperial defence. What has 
happened in Malaya—and Burma—is evidence of the 
catastrophic consequences which can result where the 
peoples of the Empire do not regard the war as their war 
and stand passively by. Whether or not the native peoples 
of these Eastern countries ought, in their own interests, to 
regard the war as their own is an academic question. Prob- 
ably they should ; but the fact is that they do not. Nor need 
the rights and wrongs, the wisdom or the folly, of the 
British administrations that have failed to create solidarity 
be too much debated. No doubt there is a host of argu- 
ments in their favour, as well as against them. But the 
proof of the pudding is in the eating. The task now is to 
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save the British Empire and win the war. It may be that, 
until now, Mr Churchill has felt, as he openly said seven 
years ago, that the way to lose India was to give the Indians 
greater independence ; he may even fear still that responsible 
and representative’ government at the centre may bring 
communal conflict, disorder and administrative paralysis in 
its train. But now another and more likely way to lose 
India, with Japan at the gates, is to refuse to give the 
Indians more freedom. Whatever the risks of doing this— 
and thev should not be minimised—the risks of not doing it 
re much greater and less escapable. 





* 


General Chiang Kai-shek has been to India. He has met 
indian politicians. He has helped to torge new plans for 
defending the mighty Indo-Burmese-Chinese bloc of terri- 
tories (Burma, cut off from General Wavell’s South-West 
Pacific Command, now reverts to the Command of India). 
The Generalissimo has spoken of the common roots of 
nearly 1,000 million people, Indians and Chinese, in the 
soil and in an ancient culture. He has expressed the hope 
und the ‘belief that India will now be given freedom to 
defend itself. Pandit Nehru has pledged a “free India” to 
self-defence in the battle against Axis aggression ; and it 
is known that the British Government is prepared to act. 
[wo points stand out: first, the wholehearted co-operation 
of India is necessary for successful prosecution of the war ; 
secondly, this world war is being fought for the freedom and 
independence, as well as the safety, of peoples. A generous 
statement by Mr Churchill will have a tremendous effect. 
He has been silent too long on India. The old cautious 
promise that India will be given self-government after the 
war if the communities and sects can agree will not do; it 
is no longer believed—which may be unfair, but is, again, 
a fact. Probably the least that wili help now is the un- 
conditional promise of Indian autonomy at a definite date, 
and the offer at once of a provisional National Government 
responsible for the conduct of India’s own war. In 1935, 
Mr Churchill saw himself as the realist battling against 
doctrinaires over the Government of India Act. Now, in 
cold strategic fact, the boot is on the other foot. Only 
Mr Churchill, by abandoning what has become a doctrinaire 
position, can save the situation. It is the most welcome of 
reports that he, in so very many ways one of history's 
greatest and bravest realists, is mow prepared to act 
courageously in this question ; and it may be that, in serving 
expediency and necessity, an even greater victory may be 
gained—the doing of justice. 


Discontent Down Under 

Australia is in great danger ; and militarily and econo- 
mically the country is making a prodigious effort. But, 
diplomatically, Australia is still not satisfied, and Mr Evatt, 
Commonwealth Minister for External Affairs, has said so 
strongly in Parliament. On one count—the status of Sir 
Earle Page as Australia’s representative in the British War 
Cabinet—it is difficult to see what the British Government 
can do. The only difference in council between Sir Earle 
Page and his British colleagues is that he must refer back 
to Canberra ; and that is Australia’s business, not Britain’s. 
Australia, unwilling to tie her hands by giving Sir 
Earle power to act, cannot expect Britain to tie hers. 
On the other count—the inadequacy of the Pacific War 
Council for its professed purpose—Australian protests 
appear to be not unjustified. This body sits in London, 
not in Washington, where Australia wanted it; and, 
although China is now to be represented on it, the United 
States is still not. Decisions are in fact forged in 
Washington by the Combined Anglo-American Chiefs of 
Staffs Committee ; and “no Australian representative ever 
meets any United States representative in any war com- 
mittee.” This may very well be inevitable in practice, but 
it is not what Australia asked for and was led to expect ; 
and the obvious riposte is for Mr Curtin to increase the 
diplomatic and military representation of Australia in 
Washington to the greatest possible strength. 


* * * 


Assault on Java 


The battle for Java has begun. The Japanese have 
bases for their attack in Southern Sumatra, in South Borneo, 
in the Celebes and now in Timor and Bali. True, their 
hold on Sumatra, Bali and Timor is still contested. Their 
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troops have ndt yet been able to fight their way southwards 
from Palembang, where the Dutch are blocking every yard 
of their advance. Timor is still only partly occupied. The 
Bali airport, Den Pasar, has fallen, but fighting continues 
in the island and the invasion fleet which attempted land- 
ings en masse was driven off by Dutch and American war- 
ships and bombers with little loss to themselves and a toll 
of nineteen enemy ships sunk or damaged. For the present, 
the last battle of the archipelago is being waged in the air. 
Effective defence against Japanese landings in Java depends 
upon maintaining the few remaining airfields in Java and 
Madura. If they can be blasted out of action, then once 
again the defenders will be fighting without air support. 
There is no doubt that the resistance will be tough and 
efficient. The bulk of the Netherlands Indies army is con- 
centrated in Java and the country lends itself—like parts 
of the Philippines—to prolonged defensive action. The 
interior is mountainous, and specially prepared defence 
positions were constructed some time ago to meet the threat 
of invasion. The density of a native population of some 4o 
millions naturally creates special problems for the defenders, 
but there is no lack of solidarity between the white 
population and the natives in Java such as fatally under- 
mined resistance in Malaya. The fundamental difficulty is 
that with the Japanese installed at Timor, it is practically 
impossible to bring fighter reinforcements from Australia 
to Java, whereas the Japanese now command a string of air 
bases, north, east and west. Still, the resistance on the 
Bataan peninsula shows what can be done in the face of 
overwhelming odds when natural defence positions are 
matched by a tough fighting spirit. The battle for the South 
Seas will turn on whether there can be a repetition of 
General MacArthur’s stand. 


x * * 


A Problem in Neutrality 

The attack on Timor by Japanese forces creates a 
delicate diplomatic situation for the Axis. It is apparently no 
part of Hitler’s .plan that Portugal should be forced to 
abandon its neutrality at this stage in the conflict, and the 
Japanese have had to perform heroic feats of mendacity to 
find an explanation of their conduct which will give the 
Portuguese Government some loophole for continued 
neutrality. Thus it appears that the Japanese do not threaten 
the integrity of Timor. Alone of all the South Sea islands, it 
is to remain under the sovereignty of its pre-1942 rulers 
The Japanese attack is simply designed to clear out the 
British and Dutch who occupied the island “in gross 
violation of international law.” The interesting point now 
is that the Portuguese are surely entitled to demand the 
same treatment from the Japanese as they were to have 
received from the British and the Dutch—a_ temporary 
occupation until such time as their own troopship arrives 
to take over the garrisoning. But their troopship—apparently 
without fuel for the return journey—is already in the neat 
neighbourhood of Timor. Are the Portuguese troops to 
land? If they do, will the Japanese withdraw to the Dutch 
end of the island? Or will they admit that they have 
occupied Timor for good? And in that case, how neutral 
will Portugal remain? 


* * * 


Rangoon in Danger 

The Japanese troops set free by the fall of Singapor 
are now available for attack north or south. Southwards, 
they can reinforce the army in Sumatra and press on to the 
assault on Java. Northwards, they can be despatched to the 
Burmese fronts where they have already a marked superi- 
ority in men and material and where reinforcements may 
turn the scale. The British held the Bilin river for a week, 
then retired to new positions behind the Sittang—the last 
defence line between Rangoon and the Japanese. One of the 
chief difficulties facing the defenders is the variety of points 
from which new Japanese attacks could be launched. There 
has already been skirmishing on the Siam-Burma frontier 
beyond Chiengmai. Other obvious objectives are Thazi on 
the Rangoon-Mandalay railway, or Pegu just to the north of 
Rangoon. The Japanese have mastered more fully than 
their opponents the art of using jungle routes and waterways 
as means of communication. They have even been able to 
bring tanks across from Siam to Martaban, True, the fighting 
is now moving out into the open paddy fields where the 
British have some greater support in the shape of the RAF 
and the American Volunteer Group whose air defence ol 
Rangoon has been beyond praise. But there is nothing in 
the Burmese picture to suggest an early turning of the tide. 
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Lend-Lease Terms 


The terms of the Agreement between the American and 
British Governments, signed by Mr Sumner Welles and 
Lord Halifax on February 23rd are sensible and satisfactory. 
In the main, the Agreement is intended to define the con- 
sideration to be given in return for Lend-Lease aid. Any 
“defence articles” transferred under the Act which at the 
end of the war have not been destroyed, lost or consumed 
shall be returned to the United States. Nothing could be 
fairer than that, even though in one particular case, that 
of shipping, it will leave Great Britain in a very embar- 
rassed position. In addition to this return of unused goods, 
“full cognisance” is to be taken of “all property, services, 
information, facilities or other benefits or considerations 
provided by the Government of the United Kingdom sub- 
sequent to March 11, 1941, and accepted or acknowledged 
by the President on behalf of the United States of America.” 
Clearly, this may mean almost anything ; but it is contem- 
plated that the valuation put on these considerations will 
be insufficient to discharge the obligation, since the Agree- 
ment proceeds to make provision for “benefits” to be 
provided by Britain to America after the war. The condition 
is made that in determining these benefits “the terms and 
conditions thereof shall be such as not to burden commerce 
between the two countries, but to promote mutually advan- 
tageous economic relations between them and the better- 
ment of world-wide economic relations.” How much trouble 
would have been avoided if there had been such a clause in 
the Debt agreements of the last war. The Agreement in- 
cludes a comprehensive programme for world trade. The 
two countries are to take “agreed action .. . . open to parti- 
cipation by all other countries of like mind, directed to the 
expansion, by appropriate international and domestic meas- 
ures, Of production, employment, and the exchange and 
consumption of goods, which are the material foundations 
of the liberty and welfare of all peoples ; to the elimination 
of all forms of discriminatory treatment in international 
commerce, and to the reduction of tariffs and other trade 
barriers.” Conversations are to be begun between the two 
Governments at an early convenient date “with a view to 
determining, in the light of governing economic conditions, 
the best means of attaining the above stated objectives by 
their own agreed action and of seeking the agreed action of 
other like-minded Governments.” To these statements there 
cannot be any objection (unless it be to the fact that pre- 
ferences are to be “eliminated,” while tariffs are onlv to 
be “reduced ”); they admirably combine a statement of the 
objectives with a realisation that they cannot be attained 
overnight. Some surprise has been expressed in England 
that these matters were included in a Lend-Lease agreement. 
But, as was said in The Economist of November 8, 1941, 

certainly the main return, and perhaps the only return, 
that the beneficiaries of Lend-Lease will be asked to make 
is Co-Operation in the movement towards freer trade.” and 
Mr Wendell Willkie has shown that this view is not con- 
fined to one party by his statement, made in praise of the 
new Agreement, that “hope of the survival of liberty in the 
United States and the world is directly dependent upon the 
creation, after this war, of conditions under which trade 
can flow as uninterruptedly as possible in the largest possible 
areas and among the greatest number of people.” 


* * * 


Farm Prices 


The schedule of prices to be paid in 1942 for domestic 
farm products (with the important exception of milk, which 
is deferred) that emerged at the end of last week from 
the long argument behind the scenes has been received 
by the farming community with a certain grudging acqui- 
escence. It may be deduced from this fact that the farmers 
have got all that they could reasonably expect, even if they 
have not got all that the Minister of Agriculture asked for. 
The problem is complex and difficult, the more so since it 
has to be conducted in a statistical twilight. If the industry 
is taken as a whole, it is highly probable that the whole 
of the recent increase in wages could be absorbed by the 
farmers without reducing the profits of the industry to, still 
less below, the pre-war level. But the argument against this 
is that there are many high-cost producers who cannot 
absorb the higher wages at all and who would go out of 
Production if not assisted. This argument is true to some 
extent, but nobody can say to what extent. Moreover, there 
are Government pledges which, however careful in their 
Phraseology, gave rise to precise expectations in the farmers’ 
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minds. The chief impression that has been—or should have 
been—created by the whole controversy is of the extraor- 
dinary clumsiness and rigidity of the present agricultural 
controls. The price increases show very little sign of any 
attempt to differentiate between the products that are most 
urgently and those that are less urgently needed. Farm 
prices seem to be regarded as a reward of virtue, not as an 
instrument of control, and the only thing that can be done 
with them is to put them up all round. Again, no attempt is 
made to grapple with the problem presented by the great 
variation of costs. If the price is put too low, marginal pro- 
ducers will go out of business. If it is put high enough to 
satisfy them, it will present the efficient farmer with large 
profits which, in these days of EPT, he will use to bid up the 
price of labour and so once more push the higher-cost pro- 
ducer below the surface. The Ministry of Food has shown 
considerable ingenuity in adapting the price mechanism to 
the novel necessities of war. The Ministry of Agriculture has 
not been able to advance its technique beyond the primitive 
stage of making hay while the sun shines. 


* * * 


Siege Economy 

Finance is not a means of making war. It is a means 
of distributing the burden of sacrifice among civilians ; and 
the struggle against inflation has great importance. Last 
week-end Sir Kingsley Wood spoke encouragingly about 
the progress of savings ; subscriptions to all Government 
securities were 40 per cent higher in 1941 than 1940, and 
the net increase in deposits at the Post Office and Trustee 
Savings Banks was 73 per cent higher. But present expendi- 
ture on all purposes is at the rate of just over £5,100 
millions a year, and on the war only at the rate of nearly 
£4,400 millions a year. Much more genuine saving—and 
still higher taxation—will be needed to cut down the 
inflationary gap in coming months. Even so, this is not the 
main reason why, as the Chancellor of the Exchequer 
suggested, people should save more and spend less. A more 
pressing reason was given by the Prime Minister in the 
Commons on Tuesday: 


In the last two moaths there have been most serious 
increases in shipping losses. Our anti-U-boat flotillas and 
Allied naval forces of all kinds have been stretched to the 
utmost by bringing food, materials and munitions and by 
convoys carrying troops. 


The fact that the Chancellor of the Exchequer is now no 
longer a member of the War Cabinet is a recognition that 
men, materials, and machines come before money in the 
making of war policy. The time has come, not to ask savers, 
but to compel everyone, to cut down consumption. It is 
almost incredible that the nation’s diet should remain 
virtually uncut three months after the attack on Pear! 
Harbour. The ordinary family is not eating well, it is true. 
But it is fantastic that ample feeding off the ration in 
restaurants, which can buy up unrationed foodstuffs in 
bulk, should still be permitted ; and that expensive foods, 
out of the reach of ordinary persons, should still be freely 
on sale. The “ black” and “ grey” markets are large and a 
scandal. What shipping space there is to spare, after the 
barest siege needs for food have been met, is required with 
acute urgency for materials, munitions, convoys and 
expeditions. It would be madness at this stage to cut down 
stocks and supplies of raw materials while stocks and 
supplies of food are kept inviolate; and the sternest 
rationing, wherever there is a surplus—not voluntary saving 
—is the remedy. 
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Morale and Manpower 


Neither the danger of inflation nor the shortage of 
shipping space is the final reason for making a further 
drastic cut in civilian consumption. The'only reserves of 
labour for war output now are in civilian manufacture and 
distribution. Sir Stafford Cripps’ threat to restrain dog- 
racing and boxing spectacles is a gesture in aid of morale, 
rather than an act of economic policy; it arises from the 
conspicuous waste of time and energy and petrol, on these 
peculiar occasions—and should not, it is hoped, be 
generalised into a wider attack on all popular entertainment. 
But the threat does point the way of economic wisdom 
and necessity at this stage of the war. Only by reducing 
all forms of civilian consumption, including domestic 
service, to the barest iron ration can more manpower, as 
well as merchant shipping, be saved, and the sense of 
urgency that Sir Stafford Cripps calls for be translated into 
physical fact. 


* x * 


Assam Highway 


An announcement from Chungking toward the end of 
last week told the world that Rangoon had been closed to 
supplies for the Burma Road. This development, which, 
in view of Japanese progress in Burma, had appeared in- 
evitable for several days previously, in effect deprives China 
of the use of the Burma Road. Nor can reliance be placed 
on the alternative route which proceeds up the valley of the 
Irawaddy via Bhamio to join the main road north of Lashio, 
since its southern terminus is already threatened. The 
Chinese Government, unshaken by this desperate blow, 
have announced that the Burma Road will shortly be super- 
seded by the completion of a new road which leads from 
Chittagong in India over the Assam mountains in close 
proximity to the southern frontier of Thibet as far as 
Chungking. One of the main functions of General Chiang 
Kai-shek’s visit to India was the agreement of final plans for 
the completion and use of this stupendous mountain high- 
way. The possibility that the Burma Road might eventually 
be closed was foreseen by the Generalissimo as long ago 
as 1939, and work on the new road was started by March, 
1940. Construction was unfortunately delayed by the 
hostility of the Thibetan people, who are xenophobe on 
religious grounds, and who have memories of an earlier 
Chinese incursion. This hostility was, of course, exploited 
by the Japanese, but it is believed that Thibetan suspicions 
have now been allayed. Details of the route and the progress 
of construction are not disclosed by the Chinese authorities 
for security reasons, but it is estimated that as much as 
three-fifths of the new road is complete. Some 40,000 
Chinese coolies are busy on the remaining portion, and the 
work is proceeding fast. The project is breathtaking, and it 
is to be taken seriously. The Chinese estimate that the 
interval between the closing of the Burma Road and the 
opening of the Assam Highway will be short enough to 
guarantee survival. 


* * * 


The Struggle for Smolensk 


The Red Army has celebrated the week of its anni- 
versary by a great renewal of activity in almost every sector 
of the front. In the Leningrad area, very heavy pressure 
has been brought to bear upon the besiegers and reports 
suggest that effective military contact between the garrison 
and the Soviet forces outside may soon be re-established. 
To the south of Leningrad and of Lake Iimen, at Staraya 
Russa, the Russians claim to have routed three German 
divisions and to have left 12,000 Germans dead on the field. 
An advance at this point along “the line towards Pskov 
would effectively break the link between the Leningrad 
front and the armies round Smolensk. In the south, the 
Germans report a strong Russian offensive in the Donetz 
basin, and new Soviet landings have taken place in the 
Crimea. But the heaviest fighting of all has been 
reserved for the central sector, where the battle 
seems to be taking the shape of an intense struggle 
on the part of the Russians to surround and: capture the 
various strong points which are the buttresses of the Ger- 
man defence system. Last week Rzhev was threatened and 
almost surrounded, but the Germans claim to have relieved 
the pressure and re-established the fortress. This week, 
with the Russian advance to Dorogobuzh, it is Vyasma that 
is in danger, for the town lies almost midway between 
Vyasma and Smolensk. If Russian forces can now press 
upwards from the Roslavl sector, it looks as though they 
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have a good chance of flattening out the Smolensk salient, 
Nevertheless, the fighting has still taken no absolutely 
crucial turn for the better. The Germans are still dug in 
at Rzhev, Vyasma, Briansk, Orel, Kursk and Kharkov, ang 
these towns form the linch-pin of the whole German defence 
line. The Germans admit new Soviet activity, but they 
repeat their claim that the initiative is passing back to them, 
For the moment, everything depends upon the German 
strong points. If they can be held, then no amount of surging 
about in between them will finally affect the issue. 


* * * 


Stalin’s Order of the Day 


Stalin’s inspiring Order of the Day to the Red Army, 
while it is arousing fresh enthusiasm and fresh self-sacrifice 
all over the Soviet Union, will perhaps come as something 
of a disappointment to the ideologues of various types 
abroad. For the uncompromising revolutionary, whose mind 
has long since ceased to move in any but the strictest dialec- 
tical categories, the spectacle of the leader of the Socialist 
Mecca rousing his people to “ a war of patriousm, of libera- 
tion, a just war,” without a single reference to internation- 
alism, the worldwide solidarity of the workers, and the 
inevitability of Communist revolution, must be rather like 
hearing the Angel Gabriel sounding the Last Trump on a 
Swanee whistle. Premier Stalin has restated in the most 
uncompromising terms the war aims of the Soviet people, 
They are: to liberate Soviet soil, Soviet lands, from the 
foreign invader—and the Soviet lands are carefully enumera- 
ted: White Russia, the Ukraine, Lithuania, Latvia, Esthonia 
and Karelia. If in the course of ridding the country of the 
foreign invader, the Russians should drive oui the “ Fascist 
clique” in Germany al] the better—but Stalin does not 
raise this point to the dignity of a war aim. For the rest, 
neither he nor the Russian people have any quarrel with 
the German people or with the German State. It is at this 
point that another and very vocal school of thought will 
grow perturbed. For Stalin there is no carping problem of 
what Germans are good and what Germans are bad, or 
indeed if there are any good Germans. He accepts the 
view which was widely accepted in Britain until Dunkirk, 
that a vast mass of the German people have been misled 
by gangster leadership. The whole tenor of this Order 
of the Day leaves the problem of Russia’s future foreign 
policy a complete mystery. Or rather, leaves it as a field 
in which no commitments have been taken beyond the 
commitment of liberating Russia. This is not an unhopeful 
starting point for far closer elaboration of a common 
Angio-American-Russian ‘settlement. Ideology need interfere 
with it as little as it is interfering with Premier Stalin. 
It could be based upon a realist appreciation of security, 
including, naturally, the security of the Russian people. In 
a word, it is an empty canvas on which a picture, either of 
collaboration or frustration, can still be drawn. The interests 
of Europe and the world obviously demand collaboration. 


* * * 


Old Soldiers 


Quite rightly, Captain Margesson, presenting the Army 
estimates last week—his final act in office—reminded the 
House of the British Army’s notable success in East Africa, 
Eritrea and Abyssinia gvhen, in a brilliant campaign by 
General Cunningham, 280,000 Italian and native troops 
were wiped out. It is a success which has lasted, but the total 
story is still lack of achievement, and Capt. Margesson’s 
lucid recital of the difficulties attendant upon, for instance, 
doubling the Territorials before the war or producing tank 
guns afterwards did not remove the impression that, 
tactically and technically, the Army is constitutionally dis- 
posed to take very much too long to get into its stride. 
Not all is inefficiency; and some of the most efficient 
fighting of the war has been done by British units. More- 
over, it has repeatedly been under-equipped, under-sup- 
ported and under-sized in its battles. So much so, that one 
would have thought that, ever since the early summer of 
1940, there would have been tremendous pressure by the 
political and professional heads of the Army, carried in this 
vital matter to the point of resignation, for air units and 
the production of dive-bombers. It is what the Army does 
not do—or see—that is surprising. There may have been 
pressure ; and there was, admittedly, a life-or-death crisis 
in aircraft production ‘for the few crucial months of the 
Battle of Britain. But when Colonel Moore-Brabazon was 
at the Ministry of Aircraft Production, months after the 
crisis was over, he said that dive-bombers had never been 
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asked for. In Malaya, only a few weeks ago, a whole army 
_not outnumbered this time—was lost ; it still had no air 
component of its own. It is old things that the Army does 
well, not new ones—except in the case of this or that 
general, this or that commander, this or that regiment or 
unit. The present feverish scramble in the Army to transfer 
and remuster skilled engineers is welcome and encouraging— 
evidence of the fresh air that the Beveridge investigation has 
let into dusty places. As Permanent Secretary, and signa- 
tory of all Army Council Instructions, Sir James Grigg, 
jt seems, was nevertheless not able to stamp his forthright- 
ness and drive upon the attitude and organisation of the 
Army ; perhaps, as Secretary of State, he will be more suc- 
cessful. Perhaps he will even be able to guarantee a general 
welcome for new ideas at the top and attention to new 
instructions at the bottom. 


* * * 


War by Proxy? 

In this war and in the last it has been an aim of 
British propaganda to demonstrate Imperial solidarity. Every 
movement of Dominion or colonial troops has been loudly 
noted ; every native gift of cowrie shells or rhinoceros 
tusks has been widely proclaimed. In each war this has 
acted as a boomerang. There are still Americans—and 
Australians—who believe that there were only Anzacs at 
Gallipoli in the last war; and there are ill-wishers now, 
in a number of countries, who describe Britain as fighting 
this war entirely by proxy, with arms from the United 
States and men from the Commonwealth and Empire— 
and even with money from exploited natives. The best reply 
to such nonsense is facts. Last week, Captain Margesson 
gave some of the sort of figures which should have been 
given months ago. Of all the troops in the Middle Eastern 
Command, nearly half came from the United Kingdom, and 
just over a quarter from the Dominions, including South 
Africa. In the Eighth Army, which is fighting Rommel, half 
the men are from the United Kingdom and a third from 
South Africa and New Zealand, with small contingents 
from Australia and the Polish, Free French and Czech 
forces. It is no disparagement of the great fighting qualities 
of Dominion and colonial troops, or of the astonishingly 
high proportion of volunteers for military service that their 
small populations have achieved, to make these points. Nor 
would it be a disparagement of American aid, which, with 
American war industry, is still in its infancy, to point out, 
as it should be pointed out, that on the world battlefronts 
together, apart from Russia, the overwhelming majority of 
Allied aircraft and equipment is still British made ; and, in 
Russia, the imported aeroplanes dnd tanks that are making 
more than a little difference to the fighting, have been sent 
out from Britain. The United States will be, must be, the 
arsenal of democratic victory. But Britain has been, and is, 
the arsenal of democratic resistance, as well as a source 
of fighting manpower second only to Russia and China. 


* * * 


French Naval Policy 


While it is probably true that Marshal Pétain and the 
more responsible statesmen at Vichy are as opposed as 
ever to any kind of collaboration with the Nazis over and 
above the strict terms of the Armistice, there are disturbing 
signs that those elements in France which believe most 
firmly in a German victory and believe, too, that France 
would profit by it, are manoeuvring in the curious twilight 
of Franco-German politics in order to be in a better position 
to make their contribution when the word from Berlin 
comes. A good deal more help has been going to Rommel 
from Tunisia than the Vichy administration ever author- 
ised. This is certainly due to disaffected officers on the spot. 
But, as might be expected, the chief centre of disaffection 
continues to be the French Fleet. The Navies of the United 
Nations are rounding a very dangerous corner; on every 
Ocean the tasks they have to do exceed the resources at 
their disposal. Under these circumstances, the French Fleet 
has unavoidably become a bargaining counter of first-class 
importance, and clearly men of the calibre of Darlan, or of 
the Admirals he has scattered through the French Colonial 
mpire, cannot be relied upon to take no advantage of 
eir new position of power. It is ominous under these cir- 
cumstances to read of the arrival at Toulon of the battleship 
Dunkerque. Why should it not have remained in North 
Africa ? For what purpose has it been brought to a port 
where German control could be easily and quietly estab- 
lished? The outlook in the Colonial Empire is also uncer- 
tain. Admiral Decoux has gone out of his way in Indo- 
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China to flatter the Japanese and co-operate in their aggres- 
sion. Why should not the same principle be applied, say, 
in Madagascar or at Dakar? The submarine base at Dakar, 
heavily defended by shore guns and by the guns of the 
immobilised Richelieu, would be an enormous acquisition 
to the U-boats of the Atlantic. There is little evidence to 
suggest that the Germans have already established them- 
selves at this crucial strategic point—on the contrary there 
is evidence that M Buisson, who defended Dakar so strenu- 
ously against the Free French and the British, would defend 
it even more strenuously against a German attempt at a sea 
or an air landing. The danger is that, at Dakar as else- 
where, the Naval officers are more anti-British than anti- 
German, and the sight of the British Navy in difficulties 
will not have softened these feelings. The naval policy of 
Vichy France must be watched with the closest attention, 
and it is good news that the American administration, 
through Admiral Leahy, is on the qui vive. 


*x * * 


Local Output 


It would be untrue to say that the Ministry of War 
Production, which lasted less than a fortnight and then 
vanished with its White Paper and its Supplementary 
Estimate, left not a wrack behind. During his brief tenure 
of office, Lord Beaverbrook had “ under review ” the local 
organisation of production ; and he set up a committee, 
composed of representatives of employers’ and workers’ 
organisations and of the regional boards, to advise him. 
If Lord Beaverbrook, during the changes of mind and 
Ministers ef the past two weeks, has melted away like the 
Cheshire Cat, Sir Walter Citrine, chairman of this com- 
mitteé, remains behind as his grin. When Mr Lyttelton, 
who is now to superintend “the whole process of produc- 
tion in all its aspects,” lands in London, he will have to 
help him, not only Mr Bevin at the Ministry of Labour 
but Sir Walter Citrine and his committee as well. The 
regional organisation of production is a vastly important 
matter. It is as important that there should be enterprise, 
initiative and responsibility in each industrial area as it is 
that a single Minister should have drive, decision and power 
to act in Whitehall. In the First Two Weeks Plan for a 
Ministry of War Production, the present area boards, which 
are representative of employers, workers and the executive 
Ministries concerned and had been under the eyes of the 
Production Executive, were to be Lord Beaverbrook’s special 
concern. They should now be Mr. Lyttelton’s. They should 
cease to be simply committees and become agents with 
responsibility to see that orders from above are carried out 
locally with the utmost expedition and flexibility, and with 
the minimum of delay due to temporary shortages, at this 
plant or that, of labour, material or machinery available 
elsewhere in the region. They should add self help to central 
planning. 

* * * 


Soap Rations 


No concessions have yet been introduced into the soap 
rationing scheme, although public opinion is very conscious 
of its defects. Major Lloyd George’s statement in the House 
that pithead baths will receive soap free of the ration was 
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apparently implied in the original announcement, which 
provided that factories, institutions and offices should 
receive an allowance based on the previous six months’ 
consumption. Major Lloyd George said that the needs of 
miners for whom pithead baths are not available are under 
consideration. It is obviously unfair that workers who have 
water laid on at their place of work should be favoured as 
against those who have not, and it is to be hoped that Lord 
Woolton’s consideration will extend, not only to all miners, 
but also to agricultural labourers, builders, quarrymen, 
dockers and other workers doing dirty work who do not 
enjoy washing facilities provided by their firms. The other 
main demand has been for an additional ration to persons 
doing their own washing and in charge of young children. 
On this, Major Lloyd George was less encouraging. He 
announced that Lord Woolton “has no evidence that the 
prescribed ration will not prove to be sufficient for every 
class of domestic consumer.” Actually, of course, the need 
for soap varies widely. Where a high proportion of clothes 
is washed at home, and especially where clothes have to 
be washed every day, as with small children, the ration is 
insufficient. On the face of it, the ration cannot be just 
adequate both for adults who use a laundry and for the 
members of a family where clothes are washed at home 
daily. When the issue is further complicated by the 
“ hardness ” of water for washing, as it is in a considerable 
area of England, the struggle against dirt must be unequal. 
One interesting suggestion is that owners of children’s 
ration books should be entitled to use margarine coupons 
for soap ; the same raw material is, in the main, in question ; 
and margarine is not consumed directly by infants. This 
idea implies an extension of the group rationing 
principle and deserves attention from the Ministry of Food. 
It cannot be too often emphasised that in the matter of 
rationing “to each according to his need” is a more appro- 
priate ideal than “ each man shall count as one.” The over- 
riding consideration, of course, is the expected serious 
shortage of ships and supplies, and a drastic solution is the 
only sound policy at this juncture, in this as in all other 
matters of rationing. No one can legitimately ask for an 
increase in the total supply of soap made available for 
rations. But a redistribution of the rations so that those 
who need more get more, and those who can make do with 
less get less, is both possible and desirable. 


A Fresh Mixture 


A new Committee on conditions in the women’s Services 
has been set up. The one set up a month ago, consisting 
of four male and junior Ministers, was still-born. It was 
violently criticised from the outset because it contained no 
women, and was, in fact, made up of representatives of the 
four departments—the three Service departments and the 
Ministry of Labour—which were to be scrutinised. The 
new one contains five women, three men, and no Ministers. 
The episode has been stridently hailed already as a victory 
for women—which, of course, remains to be seen. 
Femininity is a badge neither of competence nor of in- 
competence. It will only be a triumph—for anyone—if the 
Committee does a good job properly ; and its composition, 
on the whole, promises well. The women are Miss Violet 
Markham, Miss Thelma Cazalet, MP, Mrs Walter Elliot, 
Mrs J. L. Stocks, and Dr Edith Summerskill, MP; the 
men are Major Milner, MP, Air Vice-Marshal Sir David 
Munro, of the Medical Research Council, and Sir Frederick 
Sykes, MP. The only victory, from the point of view of the 
women in the Services, will be a report which shows what is 
wrong and why, and makes sure, for the future, of just the 
food, shelter and treatment they are entitled to and need to 
do their work. No frills are needed or asked for. The mem- 
bers of the Committee, men and women, have now to prove 
that they are capable of conducting an inguiry which will 
produce this. If they listen to loose-mouthed talk and tight- 
lipped criticism outside the Services, they will probably 
waste their time, just as they certainly will if they just sit 
in Whitehall and hear from high officials inside the Services 
about what is supposed to be the state of affairs, according 
to the book, the orders, and the instructions. The Com- 
mitttee’ must do some field work among the local panjan- 
drums. Orders are not always obeyed; instructions are 
sometimes ignored. If the Beveridge Committee had relied 
«on what was supposed to be being done with skilled men 
en the Army, and not gone to see, it would have done the 
country a disservice, instead of the great service it has done. 
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Christian Teaching 

The debate on Christian education which took place 
last week in the House of Lords on a motion of the Arch- 
bishop of Canterbury adhered mainly to general principles 
It is known, however, that specific proposals, to which the 
Primate referred, are now before the Board of Education 
The debate showed general agreement that the present 
dual system of education, by which denominational schools 
are apt to be starved of funds, while public elementary and 
secondary schools are precluded from offering any but the 
most general religious teaching, is not satisfactory. There 
was wide anxiety that the nation as a whole is becoming 
less Christian—though some of the evidence adduced, such 
as the increase in juvenile delinquency, can very easily 
be accounted for on other grounds. If religious instruction 
could be given a more prominent place in the curriculum of 
state schools, a large step forward would have been taken 
in the inculcation, possibly of Christian faith and certainly 
of Christian moral standards. But this is where the difficul- 
ties begin. What sort of instruction? And by whom? 
There is great force in the argument that a Christianity 
divorced from doctrine, a compromise syllabus that ignores 
all controversial issues, will be as flat and uninspiring as 
the “Scripture” that schoolchildren get now, that it will 
teach little more than the conventional virtues that Christi- 
anity shares with other religions. The Bishop of St Albans, 
for example, affirmed that Christian character cannot be 
produced if teaching is divorced from Christian faith and 
creed. But if the teaching of religion is to be denominational 
there are the great difficulties not only of providing for the 
major, let alone the minor, differences of belief and of 
finding teachers in very large numbers, but also of allowing 
for the great number of parents who wish their children to 
be educated in Christian philosophy but not in the dogmas 
of any church, which they believe are not for young minds. 
It is difficult to resist the conclusion that the teaching of a 
more vital religion than is possible within the present 
limitations is very necessary but that it cannot without 
great difficulty be fitted into the framework of an educational! 
system whose structure is, by now, predominantly secular 
Such teaching, outside the school curriculum might well be 
encouraged and perhaps even assisted by the state, and the 
law might possibly be amended to permit the use of school 
buildings for this purpose. But any attempt to go further 
will almost certainly meet with strong opposition. 


* * * 


Shorter Notes 


The nomination of Dr Temple to succeed Dr Lang as 
Archbishop of Canterbury has been very widely welcomed. 
Since the retiring Primate specifically resigned in favour 
of a man more suited to dealing with the complicated and 
vital problems of reconstruction, it would have been odd 
indeed if the choice of a successor had passed over the 
churchman whose contribution to social thought has been 
most outstanding. As it is, Dr Temple’s appointment 1s 
well in keeping with the nation’s new mood of resolution 
for war and peace. 


Stefan Horthy was last week elected by the Hungarian 
Parliament as permanent deputy for his father. It was 
reported that Admiral Horthy refused to make use of his 
right, under a recent law, to nominate three persons from 
whom a permanent deputy could be selected and left the 
Hungarian Parliament to, make its own selection. Behind 
the whole affair, however, there was almost certainly 
pressure and intrigue on the part of the Germans ; and 
the election of Stefan Horthy, a pro-Nazi, who as director 
of the Hungarian railways connived at the German troop 
movements through Hungary before the attack on Jugo- 
slavia, only confirms Hungary’s complete subservience t0 
the Axis. 


* 


A further development in the grant of State bursaries 
to school children to serve the needs of the State has been 
announced. At least 50 scholarships of £200 per annum will 
be awarded, without a means test, to selected boys from 
secondary and public schools to enable them to study 
Japanese, Chinese, Turkish or Persian at the School of 
Oriental and African Studies. The Board of Education 
states that these scholarships are important both to the war 
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effort and for post-war development, and the successful 
applicants will be required to give an undertaking to be 
at the disposal of the Government for not more than five 
years after their scholarships end. The announcement 
follows the decision last summer to give State bursaries in 
science subjects at universities and technical colleges in 
order to meet the demand for trained men and women in 
radio work and in engineering and chemistry. 
7 


The following table, taken from a written Parliamentary 


answer, shows the amount of unemployment benefit, transi- 


tional benefit, transitional payments and unemployment 
allowances paid during the ten years before the war:— 


Paid at Local Offices of the | rae 


Ministry of Labour and the Assistance Board j rotal 


= includi 
Calend | Payment 
Year Men Women s0VS Girl made 
Aged 18 Aged 18 Aged Je Aged 16 through 

and over) und over) | and 17) j and 17) j Associatic 

| a Se a 

£7000 £’°000 £’°000 | £’000 £000 
£7 ¢ “4.95 | 359 

99 37,260 4,950 | 117 | 58 44, 

1350 ; 61,294 12,638 338 207 18,244 
1931 90,051 16,960 | 52 273 1 14, 576 
1932 ..... 88,617 7,971 | 447 180 102,681 
1933 82,021 6,993 | 304 135 93,708 
1934 ‘on 73,609 6,803 | 220 104 83,725 
1935 . 2 76,863 1,467 | 230 | 115 86,662 
1936 . | 68,908 6,622 | 252 133 | 77,353 
1937 ..... | 62,177 | 6466 | 279 188 } 10,35 
1938 . 72,917 | 10,936 |} 452 343 | 87,144 
1939 oe | 59. 26¢ 9.614 } 32) 271 | 11,411 
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The Government’s ruling on holidays for industrial 
workers will be welcome. It recommends that they should 
take one week’s holiday, staggered over the period between 
the beginning of April and the autumn, with for most 
workers a one-day break on Easter Monday, Whit Monday 
and August Bank Holiday, and two days at Christmas or 
the New Year. 


* 


Mr Churchill has revealed in answer to a Parliamentary 
question that the post of Intendant-General in Cairo was 
abolished early in January. This post, to which General 
Haining was appointed, was set up two months before the 
appointment of Mr Oliver Lyttelton to Cairo, and Genera! 
Haining’s responsibility was supplies, both to serve the 
Commander-in-Chief and also to deal with the mass of 
equipment arriving from the United States. Mr Churchill 
has now stated that the existence of a Minister of State, 
together with the provision of a senior army officer to be 
in charge, under the Commander-in-Chief, of the adminis- 
tration of the army in the Middle East, has made the post 
of Intendant-General unnecessary. 


* 


In the article “Neutral Iberia” in The Economist of 
last week (page 243), the 1941 wheat harvest in Spain was 
given as 31,445,000 tons, which was said to be well over ro 
million tons short of the pre-Civil War average. In each 
case, tons should have read metric hundredweights. 


AMERICAN SURVEY 





Politics 1917 and 1942 


(By a Correspondent) 


THAT history never repeats itself may be true, but it is 
a truth that practising politicians find it very hard to 
accept. And political manceuvring in America at this 
moment reveals the determination of one set of politicians 
to promote, and of another set of politicians to avoid, the 
repetition of the political history of the last war. 
For the second time in a short span of the national 
history, a Democratic administration is in office while the 
United States is at war. Normal party politics are frowned 
on by public opinion, and the increased gravity of the 
national danger has made the réle of the Opposition party 
hard to play—at the political level. No one doubts that the 
regular Republican leaders have the complete triumph of 
the United States deeply at heart, but they cannot be un- 
conscious of the fact that the future of their own party, as 
of the important political vested interests that it represents, 
is in danger. War concentrates power in the executive, and 
in America that executive is one man. The President may 
vary his advisers, he may get rid of old assistants and take 
on new ones, but he cannot divide or evade his own unique 
responsibility—and, even if he could, Mr Roosevelt is 
notoriously not the type to try. The range of the Federal 
Government must widen, the shadow of presidential power 
grow longer, and, already in his first two terms, Mr Roose- 
velt has added immensely to the power of his great office 
and so to the power of the party of which he is the head 
This aggrandisement of the presidency and of the Demo- 
cratic party, if it is to be a permanent feature of American 
political life, means eclipse both for the personnel and for 
the policies and attitudes of the Republican party, as now 
represented in Congress. 
Yet those Republican leaders are certainly remembering, 
in their present difficulties, the superficially encouraging 
precedent of 1917-18, when war did temporarily aggrandise 
the Presidency, then as now held by a Democrat, but when 
the Republican party rapid!y profited by the revulsion 
against the strain and novelty of war The President, who 
was almost omnipotent when the German danger was at 
its height, was defeated in the Congressional elections he!d 
a few days before the Armistice and his policy and party 


dramatically repudiated at the presidential election of 1920 

This historical precedent is obviously present in more 
than Republican minds, as is revealed by the difference of 
opinion which is now known to exist between the President 
and the chief Democratic party manager, Mr Ed Flynn, 
boss of The Bronx and chairman of the Democratic 
National Committee. Mr Flynn has his eye, as thé dutie: 
of his office make proper, on the Congressional elections of 
November, 1942. Like a good party man, he wishes to cash 
in on the prestige of the Administration; he-wishes to 
condition the electors to express their loyalty and patriotic 
energy by voting a straight Democratic ticket. Given thx 
constitutional necessity of having Congressional election 
and the constitutional impossibility of having a coalition 
executive, Mr Flynn’s tactics may seem reasonable enough 
So far as the Republican party in Congress has had a 
foreign policy, it has been blind, complacent, irrelevant and 
petty. The American electors might be invited in Crom- 
wellian terms to send these myopic public servants about 
their business. But Mr Roosevelt has not endorsed Mr 
Flynn’s policy, and there are two good reasons why it does 
not appeal to him. The first is that if the record of the 
Republican party in Congress is black, that of the Demo- 
cratic party in Congress is not much better than tattle-tale 
grey. To ask the electors to take the party labels as in- 
dicating the national usefulness of candidates is to be unjust 
to some Republicans and. to be too kind to more Democrats. 

Present in the minds of party leaders of both sides is the 
failure of Woodrow Wilson to secure the return of a Demo- 
cratic Congress in 1918, with the disastrous effect on his 
authority in Europe which ensued. We all know the story 
Wison was persuaded by the spiritual predecessor of M1 
Flynn, Postmaster-General Burleson, to appeal for the 
return of a Democratic Congress, not for the election of 
men of like mind with the President, whatever their label. 
Many of Wi'son’s wisest friends deplored the appeal. He 
himself hesitated, then took the plunge—and lost. Mr 
Roosevelt remembers 1918 and has resolved not to make 
the same mistake. 

But it should be remembered that he is under far less 















































































286 





temptation to make the mistake than Wilson was. President 
Wilson was elected on a minority vote in 1912 ; he was re- 
elected, narrowly, in 1916 in face of a reunited Republican 
party. The recovery of Republican strength, while just 
failing to win the presidency, had cut the Democratic 
majorities in each House of Congress to very narrow 
margins. The prestige of the Republican party was great. 
The two Democratic victories were and looked accidental. 
In the Republican party were most of the great national 
leaders, Lodge, Penrose, Smoot, Elihu Root, Charles Evans 
Hughes, and two ex-Presidents, Taft and Roosevelt. Wilson, 
in any case, was going to be badly handicapped by his own 
party's weakness. The temptation to try to improve his 
hand was great. And always present was the fact that the 
Republican party had in its ranks not only the most effec- 
tive conservative leaders but some of the most effective 
spokesmen of agrarian radicalism. There were Senators 
Johnson, Borah, Norris, La Follette in more or less regular 
communion with the party of Big Business. Mr Wilson’s 
re-election was opposed not only by the two Republican 
members of the present Roosevelt Cabinet, Messrs Stimson 
and Knox, but by Mr Harold Ickes, by the father of Vice- 
President Wallace, by Mr La Guardia, by scores of local 
leaders whose clientéle, if not themselves, have been 
absorbed into the New Deal ranks. 

The Republican party to-day is weak and knows it. It 
has not won a national election for nearly fourteen years. 
It has not (ominous sign for the practical politician) elected 
a Governor of New York since 1920. It is weak in each 
House of Congress, and its not terribly impressive gains of 
1938 were largely wiped out in 1940. Mr Roosevelt has not 
Wilson’s need to strengthen his hand. And, even if his party 
position in Congress were weaker, his personal position is 
far stronger than Wilson’s ever was. He has been elected 
President three times, and even on the last occasion his 
majority was impressive, though no longer spectacular. 
His last victory, too, was won over a candidate who was 
stronger than his party and who is far closer to the adminis- 
tration in spirit than he is to the average Republican Con- 
gressman or Senator. Mr Willkie is not a leader of a united 
Opposition. Perhaps he is not in opposition at all. How 
different from 1917 and 1918 when the Republicans had 
among their chiefs Theodore Roosevelt, almost as formid- 
able a campaigner as his nephew-in-law. Then every com- 
mitment of the United States by the President was opposed 
and its validity contested by some of the chief leaders of 
the Republican party—and the Republican party was still 
full of the pride of life, still convinced that it had a divine 
commission to rule, 

There is no likelihood that such a situation will recur. 
The Democratic party is much stronger than its rival and 
the President is much stronger than his party. He has 
shown, too, more regard for the political conditions of 
national unity than Wilson did. His appointment of Messrs 
Stimson and Knox and his insistence on the candidacy of 
Mr Wallace for the vice-presidency in the summer of 1940, 
like his support of Mayor La Guardia in the New York elec- 
tion of November, 1941, were proofs both of strength and 
visdom. And, lastly, the United States is far more deeply 
involved emotionally and practically in this war than it 
was in the last. This is no crusade on a point of honour ; 
war has been made, and so far successfully made, on the 
United States by a most formidable combination of powers. 
In 1917-18, for the American people, the war was dramatic, 
moving, but remote. In such an atmosphere, mere or pure 
politics were not wholly out of place. But they are out of 
place to-day in a grimmer, harder, less complacent world. 


A Shifting of Effort 
= 
[FROM OUR NEW YORK CORRESPONDENT] 


January 21st 
INDUSTRIAL production in December was virtually the same 
1s in November—the unadjusted index went down two 
points, but the adjusfment lifted it two points. The index 
was as follows for the last four months of 1941 :— 


INDEX OF PRODUCTION 
Seasonally Without Seasonal 
Adjusted Adjustment 
September. . im > 161 167 
October Reece ; 163 167 
November ....... rg 166 167 
December . re 168* 165* 


Preliminary. 
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This is evidence that something like a ceiling has been 
reached ; and while this ceiling may be lifted, it seems 
likely that more is to be expected from shifting of effort 
than from general increases in output. 


BUSINESS INDICES 


1955-9=100 for industrial production and ca loadings 
1923-5 = 100 tor other series 
Adjusted for Seasonal 


Dec., Nov., Dec 
1940 194] 194) 
industrial production (total)... 139 166 168 
Manutactures (total) ....... 142 172 175 
Ee er 164 2OY9 215 
Non-Durable ...:........ 124 143 142 
0 SE ET ee 118 1Sl 130 
Construction contracts (total) . 115 158 133 
eS SS ee 90 74 OS 
EE ee wie a 6 ae as 60a 136 1sy 186 
Factory employment (total)... 116 -6 134-3 
Durable Goods........... 117 +6 143-7 
Non-Durable Goods....... 115°3 125-4 
actor y pay rolls (total) Ricisde 3.ae 122 -4 165 +2 
Dewable Goods....sccces 151°6 190-3 
Non-Durable Goods...... 112-1 137 +2 
Freight car loadings...... 119 135 137 
Department store sales...... 101 116 110 
Department store stocks... : 71 95 


The first series to reflect clearly the effect of the re- 
allocation of effort is residential building. Last July the 
index of residential building (adjusted) was 115; in 
December it was only slightly more than half that. otal 
building, however, has remained high. 


The announcement of the rationing of rubber tyres 
brought a general buyers’ rush into all sorts of retail lines 
in January. This is the third of these episodes since August, 
1939—the first came in September, 1939, and was inspired 
by the mere outbreak of war; the second occurred in 
August, 1941, and was apparently touched off by the stress 
on petrol shortage and prospective rationing. The third 
(now in process) seems to have been a contagion of the 
actual rubber shortage. In the first and last of these rushes, 
sugar has been the conspicuous object of the housewife’s 
desire—out of memories of the sugar shortage of 1918. 


The tyre situation may bring a pinch at some time 
during the year. Allocations for civil use are extremely 
small, but, with one expedient or another, they threaten 
no immediate difficulties. By the year-end, the synthetic 
product should be available in reasonable amounts. In the 
interval one might expect some Brazilian wild rubber to 
come into ihe market, but little promise is forthcoming of 
supplies from that soufce. It would be interesting to con- 
jecture what proportion of passenger car driving in the 
country could be classed as strictly for pleasure—possibly 
as high as Io per cent; but, of course, a good deal not so 
classed could be omitted without causing serious disrup- 
tions of the processes of production. 


Tyres are the only articles now rationed, although the 
priority system acts in effect as a rationing system. It is, 
however, so inflexible in its workings that it seems prob- 
able that the rationing method will be extended before 
long, and would be welcomed. In some lines, assurance 
that one could obtain a limited amount would be preferable 
to the present uncertainty. 


The rise in commodity prices continues unabated. The 
BLS index of 28 basic commodities, which averaged about 
119 in January; 1941, began to advance in February, and 
by September had reached 155, at which level it showed 
some signs of stability until early December. The rise was 
then resumed and by mid-January it stood at 164. The 
comprehensive BLS index opened the year 1941 at 80, and 
closed at 94—an advance of over 15 per cent. The cost- 
of-living index rose about 10 per cent during the year. It 
is hard to appraise the impact of these price changes on 
the economy. Average hourly wage rates rose last year 
more than the cost of living, and these rates, supplemented 
by overtime, brought a substantial increase in real wages 
to many ‘of the 12 million-odd factory workers. The rise 
in prices of farm products has increased the real income 
of the farmer, although by no means uniformly for the 6 of 
7 million farm families. Railroad workers and coal miners 
also received substantial wage increases during the year, 
besides receiving fuller employment. Of the 55-odd million 
persons estimated as gainfully employed, at least half may 
be estimated to be recipients of a larger real income than 
a year ago, including those previously unemployed. It 1s 
possible that the proportion runs larger. 
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American Notes 


A Lead to the Nation 


Although President Roosevelt’s broadcast on Monday 
night contained no sensations, it provided the first compre- 
hensive and authoritative account of American policy and 
strategy after ten weeks of being at war. The speech accom- 
plished three main purposes. One was to explain the nature 
of the war, stressing the vital necessity of maintaining com- 
munications all over the world between the “ main reservoirs 
of power ”—China, the Southwest Pacific, the Mediter- 
ranean, Britain, and Russia, and illustrating, on the basis 
of geography, the inevitability of early Japanese successes. 
Another was to denounce and dispel the rumour-mongers 
who have been insinuating that the government was con- 
cealing extensive damage to the US Fleet. And finally, the 
President outlined the main aims of American policy: to 
keep open communications and supply the free nations 
wherever they were fighting ; to solve the prob!ems of pro- 
duction and secure an overwhelming superiority of arma- 
ments ; to attack the enemy wherever and whenever pos- 
sible in the interval before a grand offensive is practical ; 
and to co-operate fully and on a basis of equality and 
comradeship with all the United Nations in planning and 
executing both the war ‘and the peace. Recalling the long 
ordeal of the War of Independence, the President called on 
the American people to display the same fortitude, self- 
sacrifice, and discipline in these “times which try men’s 
souls.” At one point he referred to the “ solemn pact of truth 
between government and people” in a democracy. He has 
discharged magnificently his obligation to place before the 
country the essential facts, the perils and the promise of the 
coming years. Equally, he has performed an even greater 
function of democratic statesmanship ; he has given an in- 
spiring lead to the nation in demanding production, sacri- 
fice, and unity. It is a call to which the American people will 
respond enthusiastically. 


* * * 


Wartime Shipping Control 


In an Executive Order President Roosevelt has estab- 
lished a War Shipping Administration under Admiral 
Emory Land, formerly of the Maritime Commission, “ to 
assure the most effective utilisation of the shipping of the 
U.S. for the successful prosecution of the war.” Adrairal 
Land will represent the United States in dealing with 
the British Ministry of Transport, particularly in regard 
to the operation of the combined Shipping Adjustment 
Board. The Administrator has wide powers, covering the 
operation, purchase, charter, requisition and use of all 
American merchant ships, the allocation of all such vessels, 
war-risk marine insurance and re-insurance, and the estab- 
lishment of conditions for priorities. He is responsible only 
to the President. Admiral Land’s experience and success 
as Chairman of the Maritime Commission fit him admirably 
for one of the most vital jobs in the direction of the 
war. The Maritime Commission was the only branch of the 
war effort to emerge unscathed from the investigation of 
the Truman Committee, published in January. It was 
warmly commended for having achieved its programme of 
a ship a day, and it has announced this month that pro- 
duction will be doubled within sixty days and trebled within 
siX Or seven months. With the nomination of Mr Averell 
Harriman to be the American representative on the Ship- 
ping Adiustment Board in London, and the selection of Mr 
Lewis Douglas, former Director of the Budget, to be 
Admiral Land’s adviser, the control of American shipping 
sources appears to be in able hands. This is fortunate in 
view of the recent heavy shipping losses and the urgent calls 
on merchant fleets all over the world. It is to be pre- 
sumed that the creation of machinery of control will now 
lead to the final tightening-up of the mobilisation of Ameri- 
_ tan shipping, which has hitherto been rather loose and 
incomplete. 


* * * 


Eagle and Ostrich 


Senator Walsh demanded Jast week that the U.S. Fleet 
€ concentrated along the American coasts to prevent Axis 
attacks ; Senator Johnson is reported to fear a repetition of 
Pear! Harbour in his native California, The attacks on 
Aruba were immediately responsible for these outbreaks of 
What President Roosevelt has characterised as an “ostrich 
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or turtle policy.” The shelling of the Bankline Oil Refinery 
near Santa Barbara, the first attack on the continental United 
States in this war, shows that the fears along both coasts 
are not groundless or hysterical. Fortunately the Adminis- 
tration had grasped the nettle firmly ; President Roosevelt 
pointed out several weeks ago that both submarine raids 
and bombing attacks were quite possible. Last week Mr 
Stimson, the Secretary for War, said, “ We must be pre- 
pared against pressure by the, public to string out our de- 
fences along the coastal bases. To yield to such pressure is 
the surest way to lose the war.” Instead, as both Mr Stimson 
and President Roosevelt have made clear, the administration 
is thinking constantly in terms of possible offensives against 
the Axis, as the best method of reducing the threat to the 
coastal regions and of winning the war. The Administration 
has shown admirable firmness and foresight in forestalling 
the demand that the American Fleet be reduced to standing 
guard over New York and San Francisco, and in steeling 
the people to endure descents upon their coasts. The speed 
and effectiveness with which its spokesmen, particularly Mr 
Stimson and Mr Berle, have denounced calls for a purely 
defensive strategy, have been applauded and echoed in the 
press. This is an encouraging indication of the determination 
and realism of both government and people. 


* * * 


A Pacific Charter ? 


The demand for a Pacific version of last year’s Atlantic 
Charter has been expressed by Mr Elizalde, for the Philip- 
pines, and has received support in Chungking. It has been 
taken up with considerable enthusiasm in the United States 
where it is felt that America has a unique opportunity for 
leadership in the Pacific. President Roosevelt’s suggestion 
that the Atlantic Charter covered the whole world does not 
fully meet the criticisms behind the proposal. The American 
people are taking justifiable pride in the gallant co-operation 
of the Filipino people with General MacArthur against 
the Japanese which the Filipinos themselves attribute to the 
American grant of independence and self-government. The 
Americans consider it a complete vindication of their 
imperial policy when contrasted with the apathy displayed 
by the native populations in Malaya, Burma, and India. The 
problem of India in particular has always held a specia! 
fascination for Americans, and the recent meetings of 
General Chiang Kai-Shek with the Indian leaders have 
concentrated attention on the possibilities of arousing India 
to a greater participation in the war. The demand for a 
specifically Pacific charter appears to be based in part, as the 
President implied, on a misunderstanding of the scope of 
the Atlantic Charter, Atlantic referring rather to the place 
of meeting than to the regions where it was to apply. How- 
ever, Mr Churchill’s statement that the situation in India 
was a@ separate issue certainly provides ground for American 
and Far Eastern doubts about the intentions of the United 
Nations, and there are special difficulties in convincing the 
Indians, Malays, Burmese and Chinese which do not exist in 
Europe. First among them is the long history of the exp!oita- 
tion of the Far East ; it will be no easy job to persuade the 
peoples that the victory of British, Dutch and Americans over 
the Japanese will mean more than a change of overlordship. 
All the freedoms promised by the Atlantic Charter have not 
by any means the automatic appeal in the Far East that 
they have in much of Europe, where free and democratic 
ways of life are deeply ingrained. Finally, the purely physical 
problem of reaching millions who are illiterate, scattered 
over vast areas, and scantily equipped with radios is a tre- 
mendous one. The good offices of the Americans are essen- 
tial, but plainly the Chinese provide the ideal ambassador 
and leaders of the Far East, and the experience of the 
Dutch and British should be invaluable. A restatement of 
the Atlantic Charter, and a vigorous application of its pro- 
visions to the Far East is overdue, but it wou!d be regret- 
table if it implied that there are degrees of sincerity among 
the signatories 


* * * 


Dollar-a-Year Men 


New regulations have been announced by the WPB 
covering the emp!ovment of dollar-a-year men and officials 
serving without compensation. They are the direct outcome 
of vigorous charges, particularly. in 
businessmen offering their services to the Government at 
the worst favour their own companies in awarding con- 
tracts and at best carry into government work an anti- 
labour frame of mind. The new orders provide that dollar- 
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a-year men must have independent means of at least $5,600 
a year, can make no determinations directly or indirectly 
affecting private firms with which they are connected, and 
may be appointed only to positions requiring special busi- 
ness or technical knowledge, for which they are qualified 
by outstanding experience and ability. Those appointed on 
a “without compensation” basis may serve oniy in an 
advisory capacity and may not assume any admunistrative 
responsibility or exercise any authority over the staff of the 
Ws. if vigorously applied, the regu.atiéns should eliminate 
the idle and unqualified, and the possibility that industry 
could indirectly finance its representatives in government 
office. The provision concerning the award of contracts is 
a fundamental necessity of honourable public service, 
though presumably a certain amount of inhuence through 
personal contacts will still be possible. The “ invidious 
distinction” remains between those who can offer their 
services to the government and those who must have a 
salary in order to live, but this is of less importance than 
the assurance that the first group is confined to those who 
are essential and are not attempting to forward the interests 
of any special group. This action by the WPB shows a 
quick response to public sentiment and should increase 
confidence in the government, particularly among the 
trade unions. 


Mineral and Power Expansion 


Mr Ickes, Secretary of the Interior, has announced a 
sweeping programme to mobilise the nation’s unexploited 
natura. resources in order to ensure adequate supplies of 
metas, oil, power, fuel, food and timber. The programme 
includes the construction of plants utilising new processes 
for Ootain.ng more manganese, aluminium, and chromium ; 
the opening of new deposits of copper, zinc, lead, 
iron, and tin; the building of new 100-octane plants 
permitting the manufacture of 200,000 barrels of aviation 
fuel ; tripling the 1941 power output of the principal 
pub.icly-owned hydro-electric piants by installing new 
units, and increasing the production of coking coal for the 
steel industry by 10 million tons annually. The President 
has already asked Congress for $57 millions for the con- 
struct.on of hydro-electric power projects considered essen- 
tial to the war effort. The mineral programme is a continua- 
tion of the work of the Bureau of Mines, which during 1941 
devoted itself primarily to a search for new methods of 
treating a number of low grade domestic ores and of finding 
substitutes for imported materials. With the exception of 
nickel and tin, favourable results were reported in increasing 
the domestic sources of over §00 strategical minerals. The 
most striking result was the discovery of a high-grade tung- 
sten deposit in Idaho (referred to in The Economist of May 
31, 1941, p 741). Additional sources of coking coal are 
being developed in the Western States, and the Bareau 
was able to show that a number of ot-fie!ds which have not 
so far produced high octane aviation spirit can supply crude 
oil for this purpose. Much hope is placed in the use of new 
refining methods for the production of manganese of: high 
purity and of ferro-manganese from the abundant low 
grade domestic manganiferous ores by electrolysis. The 
Bureau lays stress on the improvement of production pro- 
cesses for magnesium by direct clectrothermal reduction. It 
has also investigated successfully the possibility of finding 
substitutes for imported graphite, special clays, mica, bauxite 
for high temperature refractories and kyanite. The Bureau’s 
methods of producing gasoline, lubricating oil. and valuable 
by-products from domestic coal have been greatly improved. 
The work of the Bureau of Mines has provided an ind‘s- 
pensable foundation for the wide expansion of domestic 
mineral and power production made necessary by the war 
and the endangering of-foreign sources of supply. 


Shorter Notes 


About 340,000 of the nation’s stock of 480,000 new cars 
will be released this year to priority customers, including 
doctors, v’siting nurses, hosp‘ta!s, certain local authorities 
and farmers with no other means of taking their produce to 
market. The rest will be kept for future years. 


* 


The Census Bureau has reported that last year more 
than 2,500,000 children were born, the highest figure since 
1921. 
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A bill designed to promote production in the US of 
guayuie and other rubber bearing piants has been vetoed 
by the President because it omitted provision for produc. 
tion in other countries of the Western Hemisphere, An 
amended version has been passed by the Senate. 


* 


Mr Kanzler, Chief of the Automotive Branch of the WPB 
has announced that when the “ big three,” General Motors. 
Chrysler, and Ford, reach the peak of their present war 
orders, they will be producing at the rate of $10,500 million: 
a year, a rate which will exceed by more than 250 per cent 
the dollar value of these companies’ production in 194! 
The industry will need 800,000 to 1,000,000 workers com 
pared with a peace-time peak of 550,000. 


* 


The WPB has announced that the Army and Navy hav 
been able to grant permission for the hire of more thar 
99 per cent of the unnaturalised workers seeking employ 
ment on secret war production. 


* 


Voluntary enlistments in the US Army reached an all 
time high of 90,241 in January, double the highest figure fo 
the last war. 

a 


The Senate, by a vote of 75 to 5, has repealed the legisla 
tion providing pensions for Congressmen. 


* 


The House Ways and Means Committee has rejected the 
President’s request for $300,000 for unemployment com- 
pensation to workers displaced through the conversion of 
industry to war production. 


* 
Persons entering waterfront areas are now required t 
possess identification cards. 
. 


The Supreme Court has ruled in favour of the Bethlehen 
Shipbuilding Corporation in a suit in which the govern 
ment was trying to recover $8,000,000 paid the corporation 
on contracts during the last war. In the Court’s opinion, 
22 per cent profit on total bui'ding cost of the ships was 
exceeded in too many other instances to be regarded as 
extraordinary. 

* 


Attorney-General Biddle has announced that the nation’s 
transport systems will be permitted to pool their resources 
during the war without incurring prosecutioa under ,the, 
anti-trust laws if so ordered by the Office of Defence 
Transportation. ' 

* 


Federal Bureau of Investigation agents in Northern 
California have arrested a number of Japanese said to have 
been equipped with weapons, signal lights, radios, binocu- 
lars and cameras. There is said to be considerable alarm 
on the Pacific coast over the extent of Japanese espionage 
Earlier it was announced that eighteen Germans, one Italian, 
and oné Japanese had been charged with possessing contra- 
band material such as shortwave radios, and had been 
turned over to the Immigration authorities. 


* 


Simplified procedures are to be adopted by the Civ! 
Service Commission in filling government posts. Those 
appointed under the special procedures will not acquirt 
civil service status. 

* 


Pacific coast shipyards have experienced another walk- 
out by the independent welders who are unwilling to pay 
dues and hold cards in the AF of L unions which have 
obtained a closed shop in the yards. It is reported that 
there was almost a pitched battle between the 400 welders 
and 1,000 shipyard workers. 
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THE WORLD OVERSEAS 





The Plight of French Industry—II 


(By a French Correspondent) 


February 23rd 

HE shortage of coal and oil has set a severe limit to 

the volume of industrial activity in France. The fuel 
crisis, however, at least in its most acute forms, is tem- 
porary. From March onwards, for example, the electric 
power produced from coal will be supplemented by the 
output of the hydro-electric stations. This is not the case 
with the raw material crisis, which must become increasingly 
severe until French industry is either completely paralysed 
or forced to work almost wholly for Germany. 

When it concluded the armistice, the Vichy Government 
counted on a short war. It calculated that, between the 
armistice and the conclusion of peace, France could exist 
on her stocks of raw materials, of petrol and lubricating oil, 
or, to be. more precise, that she could exist on the small 
fraction of these stocks which were left to her by Germany. 
The stocks at the disposal of the Vichy Government are 
now exhausted, or on the point of exhaustion, and tie 
possibilities of replacing these by imports are virtually non- 
existent. 

Rubber manufacturing works had to close for two weeks 
in October after a 50 per cent cut in their rubber quota. 
The Government has several times sounded the alarm re- 
garding stocks of base metals ; there are virtually no sup- 
plies of copper, zinc, nickel, lead and tin. A big campaign 
was launched on July 11th last for the salvage of un- 
essential objects, but without much success. M Lehideux, 
Minister of Industrial Productioa, ventilated his annoyance 
on October 12th that the Government appeal had not 
received everywhere the understanding which it merited. 
“A subtle propaganda,” he pointed out, “has been at pains 
to disturb public opinion by letting it be understood that 
the collected metal will not be available for the use of 
France.” And he proceeded to give the lie to this allegation 
by affirming that the occupation authorities had agreed 
to impose no levy on the results of the campaign. M 
Lehideux was unable to convince the French of the purity 
of the Germans’ intentions and the conclusion of the caim- 
paign had to be postponed. Raw material supplies from 
North Africa have stopped completely, the available ship- 
ping being insufficient to carry the food products to France. 

The cause of the iron and steel shortage has a different 
explanation. France herself produces the necessary 
coal and iron ore. Normally, she exports iron and steel 
scrap. Nor does it appear that it is mainly the shortage 
of coal which explains the. reduction in the supply of iron 
and steel available for French industry. The greater part 
of the heavy industry is situated in the occupied zone and 
is working for the Germans who exercise priority for the 
quantities of coal, iron ore and iron and steel scrap which 
they require. Iron and steel scrap has even been exported 
fecently to Germany. So far as French civil consumption 
is concerned, it is fed by the heavy industry of the unoccu- 
pied zone and by a small quota permitted by the Germans 
from the production of the occupied zone. 

Quotas of coal and scrap which the French authorities 
allow to the heavy industry of the unoccupied zone have 
been steadily reduced. Deliveries of coal have been cut from 
30,000 tons in June, 1941, to 22,000 tons in October. Those 
of scrap, which ranged between 30,000 and 35,000 tons a 
month, have been reduced to 12,000—15,000 tons. French 
Civilian needs in both the unoccupied and the occupied 
zones were estimated at 230,000 tons of iron and steel a 
month ; at the end of 1941 available supplies had been 
teduced to around 110,000 tons. And the press does not 
disguise the fact that a further reduction is to be expected. 

he estimate of 230,000 tons a month already represents 
4 considerable reduction on pre-war consumption which 
Was of the order of 500,000 tons a month, the greater part 


—about 350,000 tons—being destined for civilian consump- 
tion. 

Almost as serious as the drastic reduction in available 
supplies of iron and steel is the scarcity of cement. Here, 
there is no question of a production crisis. In June, 1941, 
the output of cement reached the level of June, 1938. None 
the less, the quotas available for industry are very slender. 
The explanation lies in the requisitions of the occupation 
authorities, in the repair and construction of roads and 
railways, undertaken by the Vichy Government but often 
enjoined by the Germans, and in exports whose destination 
is not disclosed but which represent supplementary levies 
exacted by the Germans. 

For the sake of completeness, it would also be neces- 
sary to account for the shortage of timber, of pulp, of 
textiles and of hides and skins, but the foregoing informa- 
tion is enough to indicate the insuperable difficulties with 
which French industry is grappling. 

The consequences of the raw material shortage are 
extremely grave. In the first place, unemployment is begin- 
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ning to increase. The situation, in this respect, has changed 
completely in the last six months. In the middle of 1941, 
there was a labour shortage. To-day, the Government is 
obliged to employ all sorts of devices to prevent the 
number of registered unemployed from rising. It even found 
it possible to announce that the number had been reduced 
from 700,000 in January, 1941, to 300,000 in July, and 
202,000 in November last. But the Government has for 
some time forced employers to continue to pay full wages 
to the workmen in factories in which production has been 
suspended through lack of fuel or raw materials. The result 
is, indeed, to prevent an increase in the number of unem- 
ployed, but the payment of wages does not alter the fact 
that the supply of consumer’s goods is steadily dwindling. 

To give only one example, the greater part of the 
French factories were closed from December 2Ist to January 
4th by decree, the reason given being the insufficiency of the 
production of coal and electric power. Electric power 
stations, mines, factories producing foodstuffs and blast 
furnaces alone were spared this measure. The workmen 
were not thrown out of work, since they continued to re- 
ceive 924 per cent of their wages based on a working week 
of 40 hours. Moreover, civil industry is only on part-time 
work. The duration of work in the textile, leather and 
foodstuffs industries frequently does not exceed 20 to 30 
hours a week 


Transport Difficulties 


A further consequence of the grave lack of fuel and 
raw materials is the disorganisation of transport. Up to the 
present, despite the shortage of rolling stock—of which alone 
one-third was requisitioned at the armistice by the Germans 
—of coal, lubricating oil and’of cement for the repair of 
the permanent way, the transport of goods has been more 
or less maintained although the distribution of foodstuffs 
has greatly suffered. Passenger transport has, however, been 
constantly reduced and will soon be no more than a 
memory of the past. While, in 1931, the daily capacity of 
passenger trains travelling on the French network reached 
700,000 passenger-kilometres, this figure fell to 190,000 
during last summer and to 170,000 at the end of 1941. 

The great repair, rebuilding and construction works 
which the Government undertook immediately after the 
armistice have had to be virtually abandoned through lack 
of raw materials, especially iron and cement. Only one-sixth 
of the’ bridges, other than railway bridges, which were 
destroyed during the hostilities, have been completely re- 
built. The Vichy Government and the Germans themselves 
had evolved a plan to economise coal and to reduce the 
transport of fuel by pushing ahead the electrification of 
France. But this plan has had to be abandoned, at least 
provisionally, owing to the shortage of copper, and because 
all aluminium is reserved for military production. 

The tragic circumstances in which French industry is 
struggling force the Government, in spite of its own wishes, 
to seek a*formula which will allow economy of fuel and 
raw materials. This is the background against which the 
campaign for concentration and rationalisation of French 
industry has been announced. It is still too soon to discuss 
its scope, but it must have implications of great moment. 

Moreover, last but not least, the German grip on French 
industry grows in proportion to the increase in its difficul- 
ties. Having effectual control of coal, petrol, lubricating oil, 
raw materials and transport, the Germans supply them 
only to factories which are working for them. It is possible 
to foresee the moment when the whole of French industry, 
in both zones, will depend on the Germans and will be 
compelled to conform to their production plans. 


Agricultural Outlook in 
Fire 
[FROM OUR DUBLIN CORRESPONDENT] 


February 9th 
[HE experience of the war has acted as an educative force 
in the realities of Irish economics. Speeches have been 
made by Ministers in recent months expressing sentiments 
which they would have seriously questioned in their earlier 
years of office. The importance of maintaining a large 
volume of imports, for example, has been forcibly demon- 
strated by the scarcity of many essential articles of con- 
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sumption—such as tea, petrol and coal. Indeed, some, of 
those who were inclined to regard imports with disapproval 
a few years ago have now transferred their disapproval to 
a large volume of exports, which, it is alleged, brings no 
return except “paper money.” ‘The implications of inter- 
national trade are being more correctly appreciated in the 
restriction of war than in the abundance of peace. The 
Minister for Agriculture recently delivered a speech which 
is remarkable, not only for its lucid enunciation of some 
of the elementary principles of the laws of comparative 
advantage as the foundation of an export trade, but also 
for its revelation of the official view regarding the future 
of Irish agriculture. 

The Minister, dealing with the question of settling 

ore people cn the land, which is so popular a means of 


solving the Irish unemployment problem, pointed out that , 


the possibility of increasing the population’ employed in 
agriculture is limited. Emigration from the countryside is 
inevitable if the standard of living, already low, is not to 
be still further depressed. At present, only one-third of 
the holdings can be considered large enough to be de- 
scribed as economic, and it is on the continued existence 
of these large holdings that. 100,000 agricultural labourers 
depend for employment. Further sub-division would in- 
crease the need for public works and unemployment 
assistance. To attempt to relieve unemployment by the 
creation of more small holdings would undo the good work 
of the Congested Districts Board and the Land Commis- 
sion in enlarging uneconomic holdings in the past. These 
are the views of the Banking Commission, which emphati- 
cally condemned the policy of sub-division of holdings. 


Comparison with New Zealand 


Small holdings, the Minister proceeded to explain, do 
not produce an export surplus, and agricultural exports 
must be relied upon to pay for the large volume of imports 
which will be necessary after the war. Some of our export 
industries, notably dairying, are experiencing great diffi- 
culty in meeting competition from overseas. New Zealand 
enjoys the advantages of a better climate—which renders 
winter dairying easier than in Ireland—larger farms, more 
mechanised methods and higher milk yields. At present, 
Irish butter competes with New Zealand only with the 
help of a subsidy. This subsidy, the Minister stated, would 
be maintained during the war, but would be discontinue 
afterwards. Apparently the abandonment of the export 
trade in butter is contemplated. This is a _ counsel of 
despair, which should not be adopted until every possi- 
bility of reducing the cost of production of Irish butter is 
fully investigated by experts. The official spokesmen of the 
dairying industry are not convinced that the outlook is 
so hopeless. It is the duty of the Government, they suggest, 
to set about reorganising the industry by means of educa- 
tion and the encouragement of the co-operative movement 
rather than to acquiesce in the disappearance of an old- 
established and valuable export trade. 

The prospect held out for the bacon trade is equally 
gloomy. At present no bacon is being exported, and pi 
production is profitable only because of the high price a 
bacon in the home market. No attempt will be made to 
revive the export of bacon by means of subsidies, which 
are in their very nature wasteful and unsound. The only 
articles on which reliance can be placed for export after 
the war are live animals, poultry and eggs. In respect of 
these commodities, the climate, the size of farms and the 
proximity to the British market give Ireland a high degree 
of comparative advantage. If this rather sombre picture 
of the post-war export position is. correctly drawn, the 
corollary that imports must be reduced to the practicable 
minimum cannot be denied. At present, a considerable 
active balance of trade is being maintained by the export, 
mainly, of cattle; but this balance reflects the shortage of 
imports and will rapidly become passive as soon as the 
normal conditions of trade are restored. Apparently, the 
policy of growing the greatest possible quantity of human 
and animal foodstuffs at home is to be continued, with 
the objects of reducing imports and of providing employ- 
ment. Additional rural emplovment on a small scale may 
be afforded by forestry, turf development and reclama- 
tion, but the possibilities of employment in these occupa- 
tions is popularly much exaggerated. 

Those views, which must be taken to be those of the 
Government as a whole, are interesting as showing the 
degree to which reality has shattered some widely-held 
hopes, based on false optimism, of the possibility o! 
developing a very intensive agriculture by protective 
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measures. Indeed, it may be that the Minister’s outlook is 
duly dark. There are many students of Irish agriculture 
a believe that a considerable expansion of the export 
trade is possible provided that modern methods are 
adopted. ‘There is admittedly room for much improve- 
ment in methods of breeding and feeding livestock, and 
the possibilities of co-operative production have not been 
fully explored. It may be that the success of such a policy 
depends upoa free imports of cheap feeding-stuffs and 
the abandonment of all relics of agricultural protection. 
These are difficult problems on which opinions may legiti- 
mately differ, but they are problems so vital to the future 
of Ireland that their solution should be attempted only on 
the best obtainable expert advice, and their discussion 
should be taken clean out of the region of party politics. 


Foreigners, Food and Fuel 
in Argentina 


[FROM O BUENOS AIRES CORRESPONDENT] 


january 11th 


[ue transfer abroad of funds belonging to non-American 
belligerents already controlled by the Argentine Central 
Bank. In a decree issued yesterday the Minister of Finance 
extends this control to movements of funds within the 
country belonging to such parties. With the decree, the 


Minister issued a stern warning to any firm, subject to the 
control, which should use its commercial status to cloak 
movements of funds either inside or outside the country 
for purposes not established in its statutes. Both the decree 


and the accompanying warning refrain from any mention 
of nationality or names of firms, but the measure is inter- 
preted by the Press as inspired by the disclosures in the 
reports published by the “Committee of Investigation into 
Anti-Argentine Activities.’ These reports revealed the 
active financial participation of German business concerns 
here in the propaganda work in Argentina undertaken by 
official Nazi organisations with headquarters in Berlin, 
which has been centralised in the German Embassy in 
Buenos Aires. Among other purposes for which substantial 
contributions by German firms have been used are the 
financing of the “nationalist” newspaper El Pampero. 

In issuing his warning, in which he gave assurances that 
foreign firms proceeding in the normal course of business 
had nothing to fear, the Minister of Finance stated: “It 
is very regrettable that some firms should have deviated 
from their traditional honesty through the influence of 
extraneous factors and inspirations foreign to all commercial 
ends.” He added that should the authorities discover the 
existence of pressure on foreign concerns, conducive to 
violation of the decree, a second decree signed by the 
Minister of the Interior would immediately be enforced. 
The contents of the latter are not revealed, but the Press 
surmises that it provides for the deportation or internment 
of those violating the regulations laid down in Dr Castillo’s 
recently declared state of emergency. 

The decree is one more reminder, if such were needed, 
that totalitarian propaganda, organised from Berlin and 
financed by German business interests in this Continent, is 
still a living force in South America. Reports of the sup- 
Pression of Axis news agencies and Nazi-inspired news- 
Papers in neighbouring countries are growing. In Brazil, 
where the Press was forbidden to condone the Japanese 
invasion of Pearl Harbour, three newspapers (two German- 
inspired and one Japanese-inspired) have just been banned, 
and the official German Transozean news agency in Bolivia 
has been prohibited from further operation. 

Argentina’s current wheat and linseed harvests are 
officially expected to yield 6,000,000 tons and _ 1,700,000 tons 
respectively. These figures show in the case of wheat a 
decline of 26.4 per cent and in the case of linseed an 
increase of 16 § per cent, compared with the previous year’s 
crops. During the year ended November 30, 1941, wheat 
aoe to 2,393,525 tons, or 33 per cent less than 

al average over the decade 1931-40. Including the 
on be ong balance of wheat at the end of 
as 6,200,000 tons. The Treasury, which owes the 
aes mene Ton gennee pesos in respect of the Govern- 
wi fate ise faance nach ae 
Sumed, by recourse to ieseeehed Seals. a 
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It is announced that during the coming year the National 
Grain Board will undertake the conversion into oil, at local 
factories, of 150,000 tons of its linseed, stocks, which, in- 
cluding the current crop, are estimated at 2,400,000 tons. 
Of this amount, it is calculated that it will be possible to 
export some 700,000 tons during the year. 

The annually recurring problem of the high cost and 
icute shortage of grain bags at harvest time may be 
alleviated by the Government’s plan to manufacture bags 
from low-grade Chaco cotton. A factory costing 10 million 
pesos is to be established for the purpose. Approximately 
yne-half of Argentina’s cotton production is low-grade fibre, 
the local outlet for which has always been limited, while 
*xport possibilities, mever strong, have inevitably faded 
under war conditions. The Government’s decision is 
expected to stimulate cotton growers in the Argentine 
Chaco to increase production by removing the bogy of an 
“unmanageable surplus,” which Argentine agriculturalists 
rave in recent years come to dread. It remains to be seen, 
however, whether the country’s demand for jute will be 
appreciably affected. 


A Fuel Shortage ? 


While war conditions have caused a decline in Argentine 
exports and the accumulation of unexportable .grain sur- 
pluses, the complementary problem of a scarcity of essential 
imports has assumed increasing importance during the past 
year. Fuel imports are particularly affected. With the entry 
of the United States into the war, there is much speculation 
here as to the measures to be taken to maintain these at a 
reasonable level. 

Argentina’s petroleum production is increasing. Stocks 
of home-produced petroleum in October, 1941, were 
299,171 cubic metres (against 265,500 in September, 1939), 
while stocks of the imported product were 85,697 cubic 
metres (against 92,438 in September, 1939). Work is about 
to proceed on a pipeline to obtain Bolivian supplies, and the 
reciprocal trade treaty recently signed with Peru promises 
ncreased supplies from this important producer in exchange 
for Argentine frozen meat. In regard to coal, however, 
Argentina’s low-grade production is negligible in com- 
parison with her requirements. Brazil and Chile send very 
limited and generally inferior supplies, and the country is 
largely dependent on Great Britain and the United States. 
The following table compares coal imports (in tons) from 
these two sources during the first six months of the years 


1939, 1940 and 1941 :— 


1939 1940 1941 
Great Britain 1,068,803 747,139 405,589 
United States Nil 334,661 51,215 


German 


European Trade Relations 


Tue authorities claim that Germany’s foreign trade in 1941 
was equivalent to four-fifths of the total volume of imports 
and. exports in 1938; the total value was greater than in 
1938, which indicates a considerable increase in prices. This 
would mean that Germany had been able to replace some 
60 per cent of her imports from overseas and from the Soviet 
Union by imports from occupied, dependent and neutral 
countries on the Continent. But the ratio between imports 
and exports must certainly have changed. During 1940 
Germany maintained almost normal exports to the Danubian 
countries. In 1941, actual exports to all European countries 
fell, and dwindling imports from Danubian countries were 
compensated by imports of manufactured goods from the 
occupied countries in the west under the system of “ in- 
dustrial collaboration.” 

There is hardly any way of arriving at an accurate 
estimate of internal European trade. At the request of 
Germany, Norway, Denmark and Hungary have suspended 
the publication of trade returns. Nothing is known about 
the imports and exports of France, Belgium, Holland, the 
Protectorate of Bohemia and Moravia, and the Government- 
General of Poland. The neutral countries, Sweden and 
Switzerland, no longer publish detailed figures about the 
volume and distribution of their foreign trade. From the 
Balkan countries, only summary figures are given. The 
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Argentina’s coal stocks in October, 1941, were 850,000 ton 
compared with 1,068,000 tons in September, 1939, . 

In an extensive review of the fuel situation, La Preps 
considers that, while it may be possible to alleviate the ca 
shortage to a slight extent by recourse to neighbouring coyp. 
tries, hope for increased deliveries from the two major 
suppliers lies in the following factors: (1) that British and 
American shipyards are gradually defeating the submarine 
menace ; (2) the limiting of hostilities to the Pacific for some 
time to come will leave America’s eastern seaboard clear for 
South Atlantic shipments ; and (3) the expressed intention 
of both Great Britain and the United States to maintain 
foreign trade to the utmost of their ability. 


The Shipping Problem 


For her own part, Argentina is doing something to facili. 
tate fuel supplies by providing tonnage. Her State Mer- 
cantile Marine, formed last October by the acquisition of 
sixteen Italian ships laid up in Argentine ports, and recently 
augmented by four refrigerated Danish vessels similarly 
laid up, is now actively engaged in inter-American trade. 
Negotiations are practically completed for the purchase by 
the same concern of four large French ships. Of this newly- 
acquired fleet, several of the former Italian ships are already 
being used to bring coal from the United States, and the 
authorities have indicated that coal cargoes will be given 
preference by these vessels for return freight. It is expected 
that, during the first few months of 1942, 300,000 tons of 
coal will be brought by them to this country. The former 
Danish vessels, which are refrigerated, are unsuitable for 
this traffic, and of the French ships to be bought three are 
large passenger vessels (one of which has just been prac- 
tically lost by fire). Although on the outbreak of war 
between Japan and the United States thefe was.some un- 
certainty whether the ships would continue to run to 
United States ports, it is now clear that they will. There 
are no Japanese ships in Argentine ports, and it is under- 
stood that three German cargo vessels acquired by a local 
syndicate will not be put into service until after the war. 

La Prensa estimates that, in order to provide the tonnage 
required to import the country’s calculated annual require- 
ments of 2,500,000 tons of coal, 120 ships of 6,000 tons 
each would be wanted. The State Mercantile Marine has n 
oil tankers, of which there are seven operating under the 
Argentine flag, three being used for the private require- 
ments of one shipping concern. According to La Prensa, 
fifteen tankers of 10,000 tons each are necessary to maintain 
the country’s essential petroleum imports. United States 
tankers have hitherto provided the greater part of the neces- 
sary tonnage, but fears are expressed locally that the United 
States will now find her tankers indispensable for war 
purposes. 


Europe 


scanty figures which are still published show that Germany’s 
share in the total foreign trade of the various European 
countries ranges from §0 per cent at the lowest to 85 per 
cent at the highest; Italy, Sweden, or Switzerland usually 
take second place after Germany. 

The total value of the imports and exports of a number of 
countries have been as follows, in millions of their re- 
spective currencies :— 


VALUE OF TRADI 


1939 1940 


Sweden (kronor) 2,499 a t ] 
Switzerland* rance 1.665 1.703 l 5 11 
Denmark (krone 1.750 1.3 3 1 
Finlafid (mark 7,573 5,18 7,90¢ 7 


* The figures for Switzerland v only 11 montt 


The first fact emerging from this particular table is the 
recent excess of imports over exports in each case. But the 
figures are deceptive. The value of Switzerland’s imports, 
for example, increased in 1941 by 7.1 per cent over 1940, but 
the volume of imports fell by 23 per cent. Similar dis- 
crepancies are experienced by other countries ; and the fact 
is that Germany’s system of continental trade is based on 
arbitrarily fixed prices, fixed in Germany’s favour. The 
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German exports have usually been advanced, 
whereas the prices of goods imported into Germany, and 
exported by these otner countries, have been reaucea, 

‘(he few*summary figures that have been published about 
the value of the foreign trade of Danubian countries, how- 
ever, generally show an excess of exports over imports. 
‘This is uiustrated by Roumania’s foreign trade during the 
first six months of 1941. The value of Roumania’s exports 
fell during this period compared with the first six months 
in 1940 by 22 per cent, though the volume of exports fell 
during the same period by 76 per cent; the value of 
imports fell by 39 per cent, and the volume by 35 per 
cent. The bad harvest and the difficulties caused by 
mobilisation forced even the Germans to pay higher prices 
for Roumanian exports,' of which 65.5 per cent were 
shipped to Germany. 


In fact, closer examination of the few detailed figures 
that are available show that Germany’s imports from conti- 
nental countries have usually exceeded German exports ; 
and the majority of the countries, having thus run up con- 
siderable clearing credits (chief among them are Sweden, 
Switzerland, Denmark, Slovakia, Roumania and Bulgaria), 
are naturally trying to reduce the accounts by demanding 
greater imports from Germany. Germany has usualy pro- 
mised increased exports of coal, chemicals and manufac- 
tures ; but, since the war against the Soviet Union started, 
deliveries have remained far behind the quotas fixed, Then 
the countries with large clearing credits became by neces- 
sity favourably inclined towards the system of a central 
clearing, so that they could resume and intensify their trade 
relations with the countries under German occupation. 

By the central clearing, run by Berlin, Germany was 
ible to direct discussions in such a way that the northern 
countries, on the one hand, and the Balkan countries on 
the other, were drawn closer together. Sweden's clearing 
credit with Germany a short time ago amounted to 
Kronor 50 millions. In discussions with Germany, Sweden 
agreed to use the central clearing system in trade with 
Ho:land and Belgium, which may make it possible to reduce 
the clearing credit. At the same time, the Swedish Govern- 
ment refused to grant new credit guarantees for exports to 
Germany, which means principally smaller supplies of 
woodpu!p and cellulose to Germany. Germany was forced 
to recognise the appreciation of the Danish currency by 8 
per cent ; by this means, it is hoped to reduce the price of 
Danish imports, but Germany stipulated that there should 
be no change in the price of German coal and coke. At 
the same time, Germany succeeded in getting a promise 
from Denmark to supply butter to Finland; and the 
German press promptly described this as proof that Den- 
mark had realised the duties arising from signing the re- 
newed Anti-Comintern Pact. In return, Denmark was pro- 
mised onions, paprica, pulse, timber, radio valves and 
women’s clothing, all from Hungary. But the main cause 
of the difficulties in Denmark’s foreign trade has not been 
changed. Germany’s share in tetal Danish trade has now 
reached 80 per cent, and Germany’s clearing debt has risen 
from Kronor 364 millions in September, 1940, to Kronor 
758 millions in September, 1941. 


prices of 


Official information about Finland’s foreign trade is very 
scanty. Germany’s share has increased to just over half. 
Sweden takes second place ; and Swedish exports to Finland 
have greatiy exceeded imports from Finland. But it is 
reported that further credit guarantees for exports from 
Sweden to Finland have now been suspended. 

In the trade of the Balkan countries, Switzerland plays 
a role which is similar to Sweden’s part in the trade of the 
Scandinavian countries. France, Belgium and Holland are 
a separate group. In France, a German commissar for 
foreign trade has overriding powers, and 200 German cus- 
toms officers control the most important points of France’s 
customs frontier. It appears that the export capacity of 
France is fully employed on orders based on “ industrial 
collaboration.” The export surp'us in trade to Germany 
must therefore be considerable. Recently, imports of raw 
materials and semi-manufactures for German orders de- 
creased. No clearing problem exists, because payments for 
exports to Germany are financed by the Bank of France, 
which makes advances towards the costs of occupation. 
Recently, there were attempts to resume more normal trade 
relations with Belgium, Denmark and, particularly, Sweden, 
Spain and Hungary, but no definite agreements have been 
concluded. Belgium’s foreign trade with Germany is also 
governed by “industrial co'laboration,” and Holland has 
been practically part of Germany, commercially, since the 
Customs frontier was abolished. In recent months, Italy 
has been able to secure first place in trade with Croatia, 
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but in all other Balkan countries Germany still takes first 
place. Slight increases can be noticed in Italy’s trade with 
Scandinavian countries, 

During 1941, then, the regional grouping of European 
countries under German direction had some success. But 
the war strain on Germany’s industry and the burden on 
the European railway system, because of the fighting in 
Russia, prevented Germany from increasing the volume of 
foreign trade on the Continent. The losses of imports from 
Balkan countries were, on the whole, hardly compensated 
by the gains derived from “ industrial collaboration ” with 
the western countries. 


* * * 


Plate Glass Cartel.—At the beginning of February the 
domestic cartel of the German plate-glass industry formed 
the Plate Glass Export Company of Cologne. The former 
export cartel, domiciled at Aix-la-Chapelle, was dissolved. 
Before the incorporation of Austria, there was only one im- 
portant outsider, the Bavarian Plate Glass Company ; and 
after the Sudetenland had been added to Germany, the 
Bavarian, Austrian and Sudeten manufacturers of plate glass 
formed a rival cartel. But the two cartels soon concluded a 
price agreement. In the summer of 1940 the two cartels 
amalgamated. The new. cartel will be in force until 1960. 


* 


Share Prices.—After a temporary slump in share prices 
at the end of last year, which was the result of the restricted 
registration of transactions in shares, prices have again risen. 
‘The index compiled by the Frankfurter Zeitung moved as 
follows :— 

Average Quotations 
25 Shares 15 Debentures 


ee | a rr 180 -56 105 -81 
MN  citiwvatinns piace 138 -36 102 -23 

BES SOMES oes: ccasaresawaws 223 -22 107 -87 
BOs crawsedeeedneas 171-70 105 -75 

BE Ot ee eee 201 -56 107 -70 
rer re 206 -09 107 -84 


In spite of all warnings, capital was again seeking invest- 
ment, and the supply of shares fell again. Shares of German 
colonial companies showed considerable appreciation, 
especially those of the New Guinta company. The situation 
cails for further restrictions to discourage fresh advances 
in prices. From February 1st onwards, the provision of com- 
pulsory statistics of turnover has been extended to more 
groups of shares. Brokers are now compelled to disclose 
their orders. These new orders, supplementary to the 
original registration of shares order, caused a slight fall in 
prices during the first week in February. 


* 


Opposition to Concentration ?—The ultimate fate of 
small-scale businesses under the new concentration pro- 
gramme is agitating the public. Small business men violently 
oppose the idea that only large-scale modern factories are 
efficient. A small manufacturer argues in a letter to the 
editor of the Deutsche Allgemeine Zeitung that concentra- 
tion, in other words, the closing down of small factories, 
will not necessarily increase total production. In spite of 
rationatisation, the writer maintains, large-scale factories 
work at higher costs of production than small ones. The 
discussion has now been carried to a point where economic 
and political arguments are being mixed. Concentration 
and rationalisation are recognised as inevitable if maximum 
production is to be achieved ; maximum production, on the 
other hand, is not only necessary for winning the war, but 
also for “ preventing the return of the Jews.” The press tries 
further to explain that the demarcation between small and 
big factories differs in different industries ; and the leaders 
of big business explain that the programme does not really 
mean the closing down of a!l small factories ; it is intended 
to close down only the inefficient factories whether smal! 
or large. 

* 





Lubricants and Fats.—A special order has been issued 
regulating the supply of lubricating oils for internal com- 
bustion engines. Henceforth lubricants will only be supplied 
against special permits of the commissar for mineral oils 
The fat content of grease and cooling liquids used with 
machine tools has been reduced. The use of whale oil in 
processing leather has been prohibited. 













HE main purpose of the Ministry of Works and Build- 
ings, when it was set up in October, 1940, was to 
adapt the building and civil engineering industries to war- 
time conditions. Its task was a threefold one. First, it 
had to organise existing building resources. Secondly, it 
had to weld the construction plans of the various Govern- 
ment departments into a single programme, to take over 
their non-specialised work, to restrict civilian building to 
a maintenance basis, and to adjust the size of the industry 
to the changing needs of war. Thirdly, it had to ensure that 
building resources were used as efficiently as possible. In 
The Economist of July 5, 1941, an outline was given of 
the Ministry’s plans. The time has now come for recording 
the measure of success or failure in their execution. 

The organisation of the industry’s resources has been a 
task of some complexity, but it was an essential preliminary 
to their control and efficient allocation. The measures taken 
to secure control over the building materials industries were 
discussed in the article of July 5, 1941. Control over build- 
ing operations and over building and civil engineering firms 
has been secured by a number of Orders. So far as labour 
is concerned, the Essential Work Order applied on June 9, 
1941, ensured the maintenance of the then existing force of 
operatives engaged on essential works. In order to ensure 
that all labour in the building and civil engineering in- 
dustries released from a contract shall be available without 
delay to the employment exchanges for re-employment on 
essential work, two further Orders were issued by the 
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THE BUSINESS WORLD 


Works and Buildings 


Ministry of Labour on December 18th, after consultation 
with the Central Council for Works and Buildings, and the 
Joint Advisory Panel to the Ministry of Works and Build. 
ings of the building and civil engineering industries, The 
one is an amended form of the original Essential Work 
Order, and the other, the Building and Civil Engineering 
(Restriction of Transfer) Order, prohibits the contractor 
from retaining his labour (except key workers and certain 
specialists) after the completion of a contract, and from 
transferring them to another site, without the permission 
of a national service officer. With these Orders the Ministry 
has established a measure of control over the employment 
and movement of building operatives. 

In order to secure control over building and civil en- 
gineering concerns, the Ministry last August ordered the 
compulsory registration of all firms as well as of the build. 
ing departments of local authorities and municipalities, 
Private firms with maintenance departments were excluded 
from the scope of registration, unless they also undertake 
outside work. The preliminary results of the census, given 
below, reveal the large number of smal! firms engaged 
in the building trades, which has been one of the ad- 
ministrative difficulties in the achievement of central con- 
trol. They also show that the proportion of labourers to 
the total number of operatives increases with the size of 
the firm :— 


NUMBER AND SIZE OF BUILDINGS AND Ctvi! 
IE-NGINEERING UNDERTAKINGS (a) 
Composition of Labour 
No. of lores 
No. of Under- Craftsmen |Labourers 
Employees takings c 
orn wees 79,985 64 -2 358 
20-99 .. ee 5,371 54-5 45-5 
100 and over ........ 1,224 38 -0 62-0 
(a) Including general builders and civil engineering con- 
tractors, plumbers Te) bet carpenters, painters roofers 
plasterers, glazicrs, d lition contractors, iffolders and others 


The compulsory registration of building concerns has 
greatly strengthened the Ministry’s power of control over 
the industry. It has enabled the Ministry to call for regular 
returns from existing firms concerning the nature of their 
work, and thus to exercise supervision over the activity of 
the industry as a whole. It has enabled the Ministry to 
restrict non-essential operations and to exercise direction 
over individual concerns. Registration has also made tt 
possible for the Ministry to control entry to the building 
industries by making it illegal for new firms to enter them 
without registration. Applications for permission to set Up 
in any one of the branches of building are treated mm 
accordance with the national interests, and are decided, not 
by any organisation of the trade, but by the Ministry itself. 
Finally, the Ministry has been able to improve labour con- 
ditions by making registration and, therefore, the right to 
continue operations, contingent on the observation 0! 
standard terms of employment. By the Essential Work 
(Building and Civil Engineering) (No. 2) Order, the Minis- 
ter must satisfy himself, before registration, “ (a) that the 
terms and conditions of employment of persons employe 
in the undertaking are not less favourable than the recog- 
nised terms and conditions as provided for by the Conditions 
of Employment and National Arbitration Order, 1940, OF 
by that Order as amended by any subsequent Order, and 
(b) that satisfactory provision for the welfare of persons 
employed in the undertaking exists or is being made. 
These provisions go far beyond the Fair Wages Clause, 
which on!y operated where it was inserted in a contract. 

The allocation of building resources, the second task of 
the Ministry, was begun before the industry had _ been 
properly organised. The programmes of individual Ministries 
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had been formulated without reference to the national build- 
‘ag resources, and, in view of their size, co-ordination was 
the only alternative to chaos. r he machinery of allocation 
was described in the earlier article. Briefly, the Ministry 
called for the plans of the various Departments, which were 
welded into a national programme by its Works and Build- 
ings Committee—a committee of the former Production 
Executive—in consultation with the Departments concerned. 
The programmes of individual Departments, expressed in 
financial terms, were then translated into numbers of 
operatives, and each Department was allotted a labour force, 
subject to periodical adjustments in the light ‘of changing 
needs, calculated on the basis of the estimated total number 
of operatives available. On the whole, this method of alloca- 
tion has proved more efficient than inter-departmental 
competition, especially as the size of the individual building 
programmes far exceeded the building industry’s capacity. 
But it is defective in certain respects. In so far as its failings 
were due to the lack of organisation of the industry and 
of machinery to move labour, and to the absence of accurate 
data concerning available labour and the real needs of the 
Departments, they will be remedied automatically as the 
Ministry is able to strengthen its control over building 
resources and to secure more accuracy in Departmental 
building estimates. But global allocation has also given rise 
to difficulties, when the size of local programmes exceeded 
jocal resources. These difficulties have been mitigated but 
not overcome by an arrangement whereby the various 
Departments submit each of their projects to the Works and 
Buildings Committee. There is reason to believe that the 
efficiency of the system of allocation could be improved by 
handing over to the Ministry still greater control and a far 
larger share of the actual work of construction. 

The adjustment of the building industry to changes in 
the nature and volume of its work has made considerable 
progress as a result of the various measures adopted by the 
Ministry of Works and Buildings, in whose formulation it 
has been assisted by a Central Council of experts appointed 
lat August. Until now the Ministry’s main problem has 
been to transfer the !argest possible proportion of the 
country’s building resources to war work and to utilise 
them to capacity. The demand for essential works of many 
types—munition factories, hutments, aerodromes, fortifica- 
tions—has been very substantial. Labour, rather than 
materials, has been the chief bottleneck, for the industry’s 
unskilled labour force was depleted soon after the outbreak 
of war. An estimate made in the early summer of last year 
put the number of operatives at 750,000, against some 
1,350,000 before the war. In view of the urgency and size 
of the Government’s building programmes, there is a strong 
presumption that the labour force available for civilian 
maintenance work (this was restricted by making repairs 
costing £100 or more subject to licence)—the “ garrison ” as 
it is called—has not been reduced rapidly enough, though it 
may of course be contended, and not without some justifica- 
tion, that the lull in air raids could not have been foreseen. 
That a further reduction would have been possible was 
revealed by last summer’s census, which showed that the 
total number of male operatives was then not 750,000, as 
had previously been estimated, but 820,000; the earlier 
estimate had not made sufficient allowance for the influx of 
Irish workers nor for the slowing down in the call-up. 


But the peak of wartime construction has now been 
passed and the national shortage of able-bodied men and 
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women is growing ever more acute. Until next autumn the 
volume of construction will remain heavy, but, on present 
estimates, it will then begin to decline rapidly with the 


completion of the major part of the Government’s building 
programme. Apart from the need for increasing the efh- 


ciency of the industry and economising labour, the Ministry 
will therefore be confronted with the problem of concen- 
tration. During the last war, the labour force of the building 
and civil engineering industries was halved. A similar 
reduction during the present conflict would bring it down 
to about 650,000 ; but an even greater measure of concen- 
tration will probably be necessary which will give rise to 
all the problems that had to be faced by other industries 
in a similar position. 

The third part of the Ministry’s task, that of increasing 
the efficiency of the industry, is no less important than the 
others. So far as the efficiency of labour is concerned, there 
is some evidence of an increase in output per head in the 
second half of last year. For example, the consumption of 
cement in the late summer and autumn of 1941 was higher 
than in 1940 or, indeed, in any previous year, in spite of 
the reduction in the industry’s labour force. While to some 
extent the improvement may be due to the change in the 
nature of the work, it appears that the extension of the 
system of payment by results, sponsored by the Ministry, 
has played an important part, and the increased use of 
machinery has probably also been a contributory factor. 
But the waste of materials still appears to be very consider- 
able, due largely to the insistence of Government Depart- 
ments and other consumers upon pre-war specifications. 
The Ministry’s powers to alter specifications are at present 
limited, but a small and independent committee of experts, 
responsible to the Ministry and with authority to inspect 
building plans before their submission to the Committee of 
Works and Buildings as well as building sites, might prove 
of assistance in securing greater economy. 

An important step taken by the Ministry to ensure 
greater control over building prices is the preparation of 
a standard schedule of prices which will be applicable to 
some 80 per cent of its own constructional work and which, 
it is to be hoped, will be adopted by other Government 
Departments. The schedule lists no fewer than 1,646 items 
of constructional work. It is subject to percentage additions 
or deductions with variations in the prices of materials, 
wages and other costs, and it will greatly simplify the 
work of quantity surveyors and of architects as well as 
render largely superfluous the “cost plus” contract. 

The task of organising the building industry for war, of 
utilising its resources to the full and of increasing its 
efficiency has been a complex one. After overcoming some 
of the initial difficulties, which were considerable, the 
Ministry has made headway in all directions. But the task 
is still far from completion. The industry’s resources are 
not yet fully organised, controlled and directed, its capacity 
is still neither used to the full nor always employed to the 
best advantage, there is still too much waste of labour and 
materials, by Government Departments, other consumers 
and contractors, they still show too little inclination to 
depart from wasteful practices and to hand over to the 
Ministry a greater measure of control. The building industry 
and the Ministry of Works and Buildings, as well as its 
relations with other Departments, are still in a state of 
transition. But the position has now been reached when a 
period of rapid progress and adjustment is both possible 
and essential. 


Finance and Banking 


Big Money Turnover 


The turnover of credit has been exceptionally heavy 
over the past week. The banks are still making substantial 
tax payment transfers, as may be seen from the latest Ex- 
chequer returns which reveal that with five weeks of the 
financial year to go, revenue has almost reached the estimate 
for the year. In addition the Warships Week campaign is 
how in full swing, and the volume of funds flowing to the 
xchequer through small and large savings has increased 
accordingly. Further, the market has again had to take up 
75,000,000 of Treasury bills this week, after an interval 
® six weeks, during which the weekly offerings have been 
below this ficure. After a similar interval, during which the 
anks were not asked to make any Treasury deposit pay- 
Ments, they have, this week, had to transfer to the Ex- 
“hequer £20,000,000 in this form. Finally, many of the 


clearing banks have this week been engaged in their monthly 
making-up. Given this array of, influences on the credit 
position, it might have been assumed that apart from the 
exceptionally large turnover of funds, which has, in fact, 
occurred, credit conditions in the money market would 
prove difficult. This was not the case. Thanks to an ex- 
pansion of the credit base, in which the operative factor was 
an increase of £6,375,000 in the Government securities 
held by the Bank of England, the past week has proved an 
exceptionally easy one for the money market. Bankers’ 
deposits have risen by £1,058,000, despite a further ex- 
pansion of £928,000 in the active circulation, and an 
increase of £612,000 in Government deposits. The banks 
have thus been ready buyers of bills from the money 
market, and their purchases have included some May 
maturities, 

































































































































































Bombay Silver Fluctuations 


The Bombay silver market has continued to react in a 
very agitated manner to the rapid approach of hostilities to 
the frontiers of India. The threat of invasion has inevitably 
led to further hoarding demand for the metal and the turn- 
over of the Bombay market has, over the past fortnight, been 
well above the recent level. The prices quoted have also 
reflected the prevailing nervousness, especially since Friday 
of last week when the Reserve Bank suddenly stopped its 
sales, which until then had kept the market reasonably 
steady. The sales made by the Bank consisted recently of 
unrefined bars of demonetised silver and therefore of .9167 
fineness. These sales were made on the basis of a price 
of Rs62} per fine ounce. Bars of this fineness had been 
made good delivery in the Bombay market, but ‘owing to 
the delay in having the siver refined, they had fallen to some 
discount on the ruling price for fine silver. This discount 
had recently amounted to about 12a per ounce, and on the 
basis of the Reserve Bank’s selling price for melted coin, 
the “ parity ” for fine silver in Bombay should have ruled 
around Rs63 per ounce. The open market price had during 
the earlier part of last week been pulling away from this 
parity. By Thursday it had risen to Rs66 14a. Oni Friday, 
when news came that the Reserve Bank was no longer 
selling, the price shot up to Rs7o0. This week the quotation 
has lost some of the ground gained in this sudden spurt 
and by Tuesday was down to Rs68 12a. The rise was then 
resumed and the quotation towards the end of the weck 
rose towards Rs7o again. The Reserve Bank has as yet 
declined to re-enter the market, and the quotation is well 
above the parity indicated by its recent selling price. 


* * * 


India’s Silver Reserve 

The policy of the Reserve Bank has been the subject 
of a great variey of interpretations. One negative remark 
which can be made about it is that it is not aue to the 
exhaustion or even to any serious encroachment on the 
silver reserves of the Indian Government. It is true that 
Government silver has been sold during ‘the past year 
both in Bombay and in the London market where it has 
provided the greater part of the metal used here for indus- 
trial purposes and for coinage by the Royal Mint. But the 
steady reminting of rupee coinage from .9164 to .500 fine- 
ness has brought the Government substantial amounts of 
silver over the year. On March 31, 1940—the last date for 
which complete statistics are aqvailable—these reserves 
amounted to 106,477,000 fine Ounces_ in bullion and 
43,766,000 fine ounces in demonetised coin. The reserve 1s 
unlikely to have fallen much below this huge total. The 
reason for the suspension of silver sales may be the natural 
desire to test the market during the present abnormal phase 
and to protect what is, in fact, the on’y substantial reserve 
of silver in the sterling area. It must not be forgotten that 
silver has in some repects become an essential industrial 
metal. With supplies of Australian and Burmese silver 
threatened, there is added reason for conserving available 
stocks. Indian speculators must, however, always reckon 
with the possibility of the Reserve Bank resuming its sales 
on the basis of its former price, and there must, therefore, 
be an appreciable element of danger in buying at the prices 
which have recently ruled in Bombay. The London quota- 
tion for cash has kept rigidly at 23}d., and the forward 
quotation which last week had risen red. above this figure 
has now returned to parity with the cash price. All possi- 
bility of silver arbitrage between London and Bombay has 
long since disappeared, and the two quotations can, there- 
fore, move independently of each other. 


* * * 


Far Eastern Banks 

With the civilian evacuation of Rangoon, the British 
banks with offices in that city have evacuated their branches 
to Mandalay. The Japanese advance in the Far East has 
by now made sad inroads in the network of branches of 
the great Far Eastern exchange banks. The Hongkong and 
Shanghai Banking Corporation has already lost all but 9 
of its 42 offices The Chartered Bank has 21 of its 45 offices 
sti!l intact. Measured in terms of current income, these are 
serious losses. In terms of actual assets, they are far less 
severe. The buildings remain for the most part undamaged. 
If any bearer securities were left in the offices now in 
Japanese occupation they must have been of next to no 
importance. No bullion was allowed to fall into Japanese 
hands. The goodwill of these undertakings remains intact 
though its reinstatement as an earning asset can only follow 
the victorious conc!usion of the war against Japan. Given 
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that condition, the apparent losses to the immensely 

and remunerative Far Eastern banking business “aa 
rapidly recovered. The Japanese authorities have nl 
announced that they propose to liquidate the business 

the British and American banks in Shanghai. The me « 
is bound to take considerable time and must create a heetae 
of confusion. and chaos which will take months to onan. 


* * * 


Danish-German Exchange Adjustment 


Information filtering from Denmark sheds turther ligh 
on the recent appreciation of the krone in terms of Reichs. 
marks. Though the adjustment of the Danish krone = 
expressly designed to meet the abnorma) situation arises 
out of German-Danish trade, the movement affected oan 
currency quoted in Denmark. It was the krone which appre. 
ciated and not the reichsmark which depreciated The 
following adjustments have thus been made in the rates ot 
exchange officially quoted in Copenhagen: 


Aug. $l, Beginning Present 

1939 1942 Kate 

Ste 22 -40 20 -93 19 +34 
Us Doilars ......02.5. 4 -594 5-18 4-79 
Reichsmarks 192 +15 207 «45 192-15 
French Fes. ........ 12 -80 11-75 10 -85 


_ The appreciation of the krone followed protracted nego- 
uation with the German authorities and was Only agreed 
upon after stiff initial opposition from the German side had 
been overcome. The main concern of the Danish authoritie 
has been to arrest the menacing trend toward inflation which 
has been apparent in their country since the German occu- 
pation. While the supply of consumption goods in Denmark 
has been steadily drained by German purchases, the credit 
and currency circulation has been rapidly expanding, as 
counterpart of the huge clearing credits which Denmark has 
been accumulating against Germany. It seems too much t 
expect that this state of affairs, which is the product of 
consciously planned trade policy on the part of the Germans. 
can be remedied by the old orthodox measure of exchange 
adjustments. There may, however, be some deflationary 
impact in Denmark from the fact that the National Bank 
must, as a result of the exchange adjustment, take a book- 
keeping loss of Kr.150,000,000 on the large reichsmark 
clearing balances which it had accumulated. 
+ 


Moreover, the Danish authorities are determined t 
push on with their deflationary measures and _ some 
Kr.300,000,000 of Government bonds have been issued to 
the National Bank with a view to being sold in the open 
market to mop up redundant purchasing power. As against 
this, the farmers have had to be protected against the effects 
of the currency appreciation and the export price of butter 
(most of which goes to Germany at fixed reichsmark 
prices) has been temporarily adjusted so as to keep the 
krone price stable. The 8 per cent appreciation of the krone 
means a corresponding cut in the income derived by Den 
mark from invisible exports such as the shipping service 
rendered to Germany. Moreover, the large number of Danish 
workers now employed in Germany must suffer a corres- 
ponding loss in the remittances which they make to thei! 
families in Denmark. The exchange agreement is, there- 
fore, by no means a complete victory for Denmark. In 
any case, its whole intention can be circumvented bj 
increasing the prices of the goods which Germany ex 
ports to Denmark. A time must come when_ the 
exhaustion of raw materials and machinery in Denmati 
will involve a swing in the Danish-German balance of trade 
which for close on two years has been violently “favourable 
to Denmark When that time comes it will probably b 
found that Germany will raise the reichsmark prices of th 
materials and manufactured goods exported to Denmath 
and will do so by a percentage greater than the recent! 
adjustment in the krone-Reichsmark ate. 


* * . 


South Africa’s Balance of Payments 


The information given by Mr Hofmeyr in the course d 
his budget speech, regarding the external trade of the 
Union in 1941, provides the first rough measure of South 
Africa’s balance of payments last year. Imports amounted 
to about £100,000,000, of which the largest share was pfo 
vided by the United States, namely, £38,000,000 against 
£30,000,000 from the United Kingdom. Exports, excluding 
gold and wool amounted to £31,000,000, The value of the 
wool clip, which is now taken over by the British Govern 
ment, may be placed in round figures at £10,000,000. Th 
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yalue of South African gold production last year was 
120,000,000, of which all but about £1,000,000, added to 
the holdings of the Reserve Bank, was sold to the British 
Government. On this basis, there must have been a trade 
balance of some {60,000,000 in favour of South Africa for 
1941. Some of this was absorbed by invisible imports, but 
the bulk of it must have been used in the repatriation of 
capital. Of this some £30,000,000 was accounted for by 
the vesting of South African sterling securities last October, 
and the balance by the transfer of South African securities 
(mainly gold shares) from British to South African owner- 


ship. 


Mutual Insurance Association 


It is announced that an association, known as The 
Mutual Insurance Companies’ Association, has been formed 


with the objects, inter alia, of considering “all matters con- - 


nected with the business of its members, including the 
taking of such measures as may be expedient for the pro- 
tection of the interests of its members.” The ten founder 
members are Builders’ Accident Insurance, Ltd ; Cambrian 
Insurance Company, Ltd ; Chemists’ Mutual Insurance Co, 
Ltd; Co-operative Insurance Society, Ltd; Employers’ 
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Mutual Insurance Association, Ltd ; Gresham Mutual In- 
demnity Co, Ltd; Iron Trades Employers’ Mutual Insurance 
Association, Ltd; Midland Employers’ Mutual Assurance, 
Ltd; National Employers’ Mutual General Insurance Asso- 
ciation, Ltd ; Timber & General Mutual Accident Insur- 
anc: Association, Ltd. These are all companies largely asso- 
ciated with the transaction of workmen’s compensation in- 
surance on mutual principles, and their combined premium 
revenue from this source amounts to nearly £5 millions, a 
large proportion of the total for all insurance companies of 
about £11 millions. It is reasonable to suppose that the 
prime motive for the formation of the association at the pre- 
sent time is the need for an organisation to give evidence on 
behalf of mutual companies in current Government enquiries 
into the workmen’s compensation system, in the same way 
as the Accident Offices’ Association represents the tariff 
companies. In this connection it is of interest to note that 
an employers’ liability insurance association has recently 
been éstablished by Lloyd’s Underwriters, presumably for 
the same purpose. Not all mutual companies interested in 
workmen’s compensation insurance are members of the new 
association, but it is expected that others will shortly adhere. 
The association has, of course, no concern with life assur- 
ance ; mutual life offices already possess in the Life Offices’ 
Association a medium for the expression of their views. 


Investment 


A Sensible Recovery 


The general selling which followed the débdcle at 
Singapore seems to have spent itself. Already at the close 
of last week, after the announcement of the formation of 
a new War Cabinet, there was a tendency to view the war 
more optimistically. The averting of a crisis in domestic 
politics and a renewal of confidence in the qualities of the 
executive have checked the downward trend which was 
generated by sales of tin and rubber issues directly affected 
by the Japanese conquests. The disposition to discount 
local defeats, however severe, and to concentrate on the 
prospect of final victory was intensified this week by the 
renewal of the Russian counter-offensive and by the sub- 
stance of Mr Roosevelt’s fireside chat. There is still a ten- 
dency to play for safety, and the gilt-edged market enjoyed 
almost alone the first modest revival, although oil shares, 
which had been oversold, and certain industrials, among 
them stores and breweries, also staged a recovery. There 
is reason to suppose the realisation that ground must still 
be given in the Far East has caused further possible set- 
backs in Burma to be generally discounted. It is probable 
that only unexpectedly bad news will prevent next week’s 
teinvestment of India moneys from forcing prices up. A 
rise in home rails is already overdue. Price falls which 
took place after the dividend announcements, for technical 
and speculative reasons, now provide tempting yields in 
all classes of issues. 


More Railway Results 


The results of the London and North-Eastern and 
Great Western Railway and of the LPTB proved rather 
less satisfactory to the market than those of the two main 
lines previously announced. Virtually the whole increase in 
total net income of the “ Berwick” line was in the con- 
trolled revenue, and the actual distribution of 23 per cent 
on the 4 per cent second preference stock had been 
accurately gauged by the market. Against this, the decision 
of the Great Western board to carry the whole of an 
crease of £137,780 to reserve, merely maintaining the 
ordinary dividend at 4 per cent, proved a severe disappoint- 
ment. There appears to have been a change of policy at 
Paddington in the opposite direction to that adopted at 
Euston, and this was reflected in a rather severe fall in 
Great Western ordinary. Finally, LPTB, with an increase 
in controlled revenue, was only able to distribute 2 against 
3 per cent, simply because it had virtually exhausted its 
“C” stock fund in making the larger payment a year ago. 
If the net revenue remains unchanged in the current year, 
there will be sufficient available, with the amount in the 
fund, to pay 3 per cent once more. The following table 
shows, as nearly as may be, the comparative figures for the 
two years for all five companies. 





| 
| 1940 1941 
Ghose Other Sharein | Other 
. Po 1 Revenue Rent | Revenue 
- | Net Charge | Net 
oe Zo aI fae a | hae 

f £ f | £ 
G.W . | 6,504,292 | 289,695 6,670,603 261,164 
L.M.S. } 14,125,612 581,088 | 14,749,698 500,513 
L.N.E.R. | 9,867,713 483,279 | 10,136,355 510,672 
Southern 6,569,801 185,989 | 6,607,639 326,621 
L.P.T.B 4,811,981 41,255¢ | 4,835,705 | 8,954t 

| 41,879,399 | 43,000,000 | 

| 

+ Transfer from ‘‘C” stock fund and profit on investments. 


Considerable discussion has been heard in recent months of 
the effect of road transport and Irish railway earnings on the 
position, but the figures published seem to bear out the 
previous experience that the carriage of goods by road 
yields a net income to the railways far inferior to what they 
would earn if the goods went by rail. The following table 
sets out the appropriations for the five companies. Out of 
a total increase in net revenue of some £1,136,000, rather 
under two-thirds has been distributed in increased divi- 
dends by three of the companies, leaving rather over one- 





third to be added to reserves and carry forward. ’ 
lo Reserves To Carry Forward Dividend 
1940 | 1941 | 1940 1941 | 1940 | 194) 
| -s —— } 
| f | £ £ | f 
G.W. ordy | 250,000 | + 87,030 | — 25,191 | 4 4 
L.M.S. ordy | 300,000 | 400,000 | + 65,110 | + 32,609! 1% 2 
L.N.E.R. 2nd pref 150,000 | 300,000 | + 2,062 + 1,334 2 | 2g 
Southern defd oe §=6f — 11,613 | 9,406 | 1} 1} 
LP.TB: * ( | — 26,029 | + 23,546} 3 25 
| ' 
* 7 * 


Tonnage Replacement 


In commenting on the results of the Lamport and 
Holt Line for last year, results which included considerable 
loss of tonnage and a modest decline in profits, the chair- 
man, Sir Philip Haldin, made some very outspoken com- 
ments on the official attitude to the problem of replacement 
Earnings are insufficient to cover these charges, now double 
the pre-war level, and it is not permitted to insure for the 
full replacement value, so that, according to Sir Philip, 
there is nothing but a vague Government promise on which 
to build hopes that the merchant navy can be maintained 
after the war. The real question, however, which Sir Philip 
did not ask, is whether this state of affairs is not common 
throughout industry, and whether it is possible to avoid it. 
It will be generally agreed that physical replacement, by 










































ships suitable to post-war conditions—if those can be fore- 
seen—is impossible and, probably, undesirable during the 
war. Presumably, all that Sir Philip claims is command of 
sufficient liquid resources to enable the company to replace 
its ships as and when it thinks fit, after the war. But unless 
a special exception is to be made of the shipping 
industry, a policy which puts all owners of physical capital 
in a position to bid against one another after the war for 
goods and services, which are likely to be relatively scarce, 
would simply raise prices higher than if a less generous 
policy were adopted. It may, in any case, be necessary, for 
a period of years after the war, to control in some measure 
the use which shall be made of many economic resources. 
All that any firm or industry has a right to ask is that the 
balance should be held as evenly as may be between com- 
peting claims, and that Governments should frame their 
policy, first, with a view to winning the war, and then with 
due regard to forwarding of good international relations, 
rather than to benefiting sectional interests. 


x * * 


No Dorman Long Dividend 


The decision to pay no dividend for the year to 
September 30th last on the preferred ordinary and ordinary 
capital of Dorman Long came as a considerable shock to 
the market. Payments on preferred and ordinary shares 
were reduced from 18 to 15 and from Io to 7 per cent, 
respectively, in the previous year, and there were then no 
surplus earnings. Some reduction had, therefore, been dis- 
counted, but the severity of the directors’ decision remained 
unexpected. The preliminary statement shows a fall in 
trading profits of over £200,000 to £1,189,378. Provision for 
directors’ fees and taxation totals £441,421 against £438,850 
and depreciation again receives £275,000. There is no 
transfer to pensions fund against £15,000, but the allocation 
of £100,000 against nil to general reserve provides for war 
damage contributions already paid and so is a proper charge 
against profits. Earnings for fixed charges are consequently 
reduced from £666,179 to £372,957, while debenture, sink- 
ing fund and preference service require a draft on the carry 
forward of £104,595, reducing it to £52,320. This 
melancholy tale is hardly a good omen for the start of the 
iron and steel dividend season. It must be remembered, 
however, that Dorman Long is exposed to certain ex- 
ceptionally unfavourable influences which also affected 
results in the previous year. Separation from normal sources 
of supply and possibly shortage of labour in the concern’s 
coal mining subsidiaries are probably mainly responsible. 
The £1 ordinary shares dropped 5s. 6d. on the news to 
14s. 9d.; the £1 preferred ordinary 6s. 3d. to 27s. 6d.; the 
8 per cent non-cumulative 2nd preference shares at 
20s. 73d. yield £8 2s. per cent. 


* * * 


First London Store Dividends 


The first dividend announcemerts of the leading 
London department stores suggest that retail trade in this 
area enjoyed a distinct recovery in the period to 
January 31st last. The preliminary statement of Harrods 
shows a rise in net profits, before transfer to tax reserve, 


DIVIDEND COMPARISONS 
i 


Total Dividend February 25, 1942 
Years to January 3) j ‘ 
1939/40 | 1940/41 | 1941/42 Price Yield 
| | 
i 
| Exdiv.] £ s. d 
D. H. Evans, {1 ordinary shares 10 | 7 | 8 | 
Do. {£1 6% cum.)pref. shares é F 6 | 20/734 17 9 
Harrods, {1 ordinary stock 10 4 5 | 30 3 Ce & 
Peter Robinson, /1 ordinary shares Nil Nil | Nil 5/3 Nil 
Do. {17% cum. pref. shares 7 Nil Nil 8/9 Nil 
Nilliam Whiteley, £1 ord. stock Nil Nil Nil 6/9 Nil 
Dx 5% cum. pref. stock Nil Nil 74 12/6 "8 O 
§ Ordinary shares held by Harrods Ltd. 


+ Not ex dividend. 
t For 18 months ending January 31, 1942 
* On 1 year’s payment. 





from £485,609 to £560,120. Tax reserve receives £120,000 
against £50,000, leaving equity earnings less than £5,000 
higher at £140,120, representing 7.6 against 7.2 per cent. 
The ordinary payment is raised from 4 per cent, to which 
it was reduced from 10 per cent in the previous year, to 
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5 per cent. The transfer to staff funds is £5,000 lower at 
425,000 and the carry forward is raised from £201,907 to 
,206,268. This improvement is not exceptional. D. A 
Evans announces net earnings of £94,355 against £85,883, 
and William Whiteley an increase in the net figure from 
£60,941 to £107,550. Eighteen months’ arrears of dividend 
have been declared by the latter concern on the § per cen 
cumulative preference stock, leaving gross arrears g 
£33,750 to January 31st last. Peter Robinson are paying 
further six months’ arrears on th¢ 4 per cent first mortgage 
debenture stock to August 1, 1941. The company obtained 
a three years’ moratorium on this liability in March, 1941 
but was able last month to declare a ‘six months’ payment 
to February 1, 1941. No profit figure is yet available, but 
there is good reason to suppose that income exceeds last 
year’s figure of £34,400. The most important factor con. 
ducing to the general improvement in the London store 
earnings has undoubtedly been the cessation of enemy 


- bombing last spring. 


* * x 


A Provincial Contrast 


The profits of Lewis’s, Ltd., a concern which controls 
stores in the North and Midlands, show a fall, after deduc- 
tion of tax, from £928,098 to £793,744 for the year to 
February 1st last. The directors state that gross profits 
exceeded those of the previous year and that the whole of 
the decline is due to higher taxation. There was, however, 
some loss of potential earnings on account of enemy action 
in the earlier part of the year. After repeating the allocation 
of £60,000 for contingencies and taxation and reducing total 
depreciation transfers from £35,000 to £10,000, the earnings 
for deferred shares are down from £386,991 to £293,030, 
representing 249.4 against 369.5 per cent. The directors have 
reduced the customary 275 per cent dividend to 250 per 
cent, which is not quite completely covered by earnings. 
Since there is also a transfer to general reserve of £24,155 
against £50,000, the carry forward is reduced from £57,563 
to £32,688. The balance sheet shows an ominous drop in 
the value of stocks from £878,721 to £559,865, accompanied 
by a corresponding rise in cash holdings from £116,508 to 
£440,052. It is indicated that investments, with a book value 
of £456,797 against £482,304, show an unspecified deprecia- 
tion. Total reserves, before transfers from current profits, 
amount to £1,930,381 against £1,847,846, while capital 
reserve is reduced from £255,924 to £171,747 to provide 
certain war damage contributions. The accounts show that, 
relatively, the Lewis’s group enjoyed a less substantial 
revival in business last year than did the London stores. 
This was to be expected, for, having been less severely dis- 
turbed by Blitz conditions, the provincial concern stood to 
profit less from a return to normal. Earnings in the current 
year are, above all, dependent on the extent to which sale- 
able goods can be secured. The £1 deferred shares are held 
by Lewis’s Investment Trust. The £1, 15 per cent, cumula- 
tive preferred shares, at 51s. 3d. ex dividend, yield 
£5 17s. od. per cent. 


I. and R. Morley Accounts 


Profits of I. and R. Morley, manufacturers and distri- 
butors of textile piece-goods, declined in 1941 from 
£336,206 to £328,869. The accounts show a moderate in- 
crease in taxation from £198,099 to £209,268, leaving equity 
earnings reduced from £82,607 to £65,643. Thus, the 
ordinary dividend, maintained at § per cent, is covered by 
earnings of 9.6 against 12.3 per cent. The allocation to 
general reserve is almost halved at £20,000, and the carry 
forward is some {£600 higher at £39,178. The moderate 
setback to earnings appears to be due as much to the 
influence of lower profit margins as to the weight of 
increased taxation. It is probable that turnover was main- 
tained at the maximum possible under clothes rationing. 
‘The balance-sheet shows a rise in the surplus of liquid 
assets from £1,003,029 to £1,067,962. Stocks stand at 
£559,528, against £603,413, of which £56,916 in the 
previous year was destroyed by enemy action. Cash hold- 
ings are reduced from £391,108 to £267,682, but more than 
£200,000 has been invested in Government securities, rais- 
ing the total of this item to £401,033. Creditors and debtors 
show normal increases, while the total of general reserve, 
after the latest transfer from profits, stands at £140,000. The 
accounts as a whole suggest considerable stability of earn- 
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power, even under war conditions, and the margin of 
cover for ordinary dividends sull remains comfortable, The 
£1, 5 per cent, cum. pref. shares at 21s. 74d. ex dividend, 
yield £4 12s. 6d. per cent. 

7 . * 

Borax Consolidated Profits 

The preliminary statement of Borax Consolidated shows 
arise in net profits from £464,148 to £554,996 for the year 
to September 30th last. This figure is, however, struck 
before provision for depreciation or taxation so that‘it is 
possible that there is a decline in equity earnings from 
the 9.3 per cent realised last year. Provision for British 
income tax in the previous year rose from £102,125 to 
£150,437 and it is certain that the liability must have been 
higher last year, while the company must also have faced 
the necessity of meeting war damage contributions. The 
dividend on deferred capital is maintained at the 7} per 
cent distributed over the three previous years. It is clear 
from the preliminary figures that gross profits rose substan- 
tially and it may be assumed that the final disappearance 
of continental markets was compensated by increased sales 
at home and possibly by an expansion in the output of 
United States Potash, in which Borax Consolidated is sub- 
stantially interested. The £1 deferred ordinary stock, at 
29s. 9d., yields £5 3s. 5d. per cent. 


















THE ECONOMIST 299 


Rubber Trust 


No final dividend is to be paid on the ordinary stock 
of Rubber Trust for 1941, so that the 3 per cent interim 
remains the total for the year against 10 per cent in the 
four previous years. The directors are to be congratulated 
on making an immediate adaptation to military circum- 
stances in the Far East, despite the fact that net profits, 
before tax, declined only from £178,446 to £162,310. The 
free surplus, which amounts only to £45,733, against 
£106,389, there being presumably a substantial rise in tax 
liability, is devoted as to £45,000 to raising dividend equali- 
sation account to £50,000, and as to £733 to raising the 
carry forward to £96,744. The book value of investments 
at December 31, 1940, amounted to £3,171,295, when 
market value already indicated a depreciation of £358,897. 
Since then the further fall must have been very substantial. 
The company’s general reserve stands at £500,000. The 
distribution of investments as shown in the previous ac- 
counts included 48.3 per cent in the Netherlands East 
Indies, and 28.8 per cent in British Malaya. There are also 
small holdings in India, Ceylon and the United Kingdom. 
Clearly there is nothing to be done but to wait for the 
eviction of the Japanese from British and Dutch possessions. 
The £1 ordinary stock prior to the announcement stood at 
Ios. 73d. 








THE CHARTERED BANK OF INDIA 
AUSTRALIA AND CHINA 


(Incorporated by Royal Charter 1853) 


CAPITAL - - £3,000,000 
RESERVE FUND- £3,000,000 


Head Office: 38 BISHOPSGATE, LONDON, E.C.2 


London (117/122 LEADENHALL STREET, E.C.3 
Branches | 28 CHARLES II STREET, HAYMARKET, S.W.| 


Manchester Branch: 52 MOSLEY STREET 


Over 40 Agencies and Branches throughout the Far East, &c. 


Drafts granted on Agencies and Branches, Bills of Exchange bought 
and received for collection, Letters of Credit and Travellers’ Cheques 
issued, and every description of banking business transacted. 

The Bank also undertakes Trusteeships and Executorships. 








COMMONWEALTH BANK OF AUSTRALIA 


(Guaranteed by the Branches and Agencies 
Australian Government) throughout Australia. 
Banking and Exchange Business of every description transacted. 
Bankers to the Government of the Commonwealth of Australia, the 
Government of the State of Queensland, the Government of the State 
of South Australia, the Government of the State of Tasmania. 
Commonwealth Savings Bank of Australia, 8,894 Agencies at 
Post Offices in Australia, 


As at 30th June, 1941 General Bank Balances £130,752,179 


Savings Bank Balances 150,553,865 
Note Issue Department 77,144,818 
Rural Credits Department 2,389,454 
Other items 19,795,546 

£380,635,862 


A. H. LEWIS, Manager. 


London Office: 8 OLD JEWRY, E.C.2. 
Also at AUSTRALIA HOUSE, STRAND, W.C. 






















NATIONAL BANK OF INDIA 
LIMITED. 

Bankers to the Government in Kenya Colony and Uganda. 

Head Office: 26 BISHOPSGATE, LONDON, E.C.2 


BRANCHES: 




















Aden and Delhi ruticorin 
Aden Point Kandy Zanzibar 

Amritsar Karachi Kisumu Kenya 
Bombay Lahore Mombasa Colony 
Calcutta Madras Nairobi British 
Cawnpore Mandalay Nakuru E.A. 
Chittagong Nuwara Entebbe 
Cochin (S, India) Eliya Jinja Uganda 
Colombo Rangoon Kampala 

Dar-es-salaam Mwanza Tanga Tanganyika Territory. 













SUBSCRIBED CAPITAL £4,000,000 
PAID-UP CAPITAL £2,000,000 
RESERVE FUND £2,200,000 


The Bank conducts every description of Eastern Banking business. 
Trusteeships and Executorships also undertaken. 








THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


(Incorporated in the Colony of Hongkong. The liability of members 
is limited to the extent and in manner prescribed by Ordinance 
No. 6 of 1929 of the Colony.) 

AUTHORISED CAPITAL - - - - $50,000,000 
ISSUED AND FULLY PAID-UP ~ - $20,000,000 

STERLING - - - £6,500,000 
RESERVE FUNDS uoNGKONG CURRENCY $10,000,000 
RESERVE LIABILITY OF PROPRIETORS $20,000,000 


Head Office, HONGKONG, 
temporarily transferred to 

LONDON OFFICE, 9, Gracechurch Street, E.C.3. 
Acting Chief Manager: A. MORSE. 


BRANCHES AND AGENCIES THROUGHOUT INDIA AND 
THE FAR EAST, Ete. 


HONGKONG & SHANGHAI BANK (TRUSTEE) LIMITED 


9 Gracechurch Street, E.C.3, a Company incorporated in England and 
an affiliate of The Hongkong and Shanghai Banking Corporation, is 
prepared to act as Executor and Trustee in approved cases. 


Full particulars may be had on application. 











THE 


ROYAL BANK OF CANADA 


Incorporated in Canada in 1£69 with Limited Liabilit; 


_ Assets exceed $1,000,000,000 


LONDON : 


Vain London Branch: 6, Lothbury, E.C.2. 







E. B. McInerney, Manager | 

West End Branch: 2-4, Cockspur Street, S.W.1. | 
J. A. McKillop, Manager 

Heap Orrice: MONTREAI 


Agency in New York 

















REFUGE ASSURANCE COMPANY LTD. 


Chief Office: OXFORD STREET, MANCHESTER, 1 
ANNUAL INCOME EXCEEDS -_ £13,000,000 
ASSETS EXCEED - ° -  £74,000,000 
CLAIMS PAID EXCEED . - £133,000,000 

(1940 Accounts) 
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Industry and Trade 


Shipping Losses 


In view of the “most serious increase in shipping 
losses ” during the past two months, to which Mr Churchill 
drew attention in the House of Commons on Tuesday, the 
need for employing existing Allied tonnage as efficiently as 
possible and for speeding up their construction programmes 
has become more vital than ever. British, Allied and neutral! 
merchant shipping losses have been heavy ; the total gross 
tonnage lost through enemy action up to the end of last 
year, inclusive of merchant ships used as naval auxiliaries, 
has been estimated by the Chamber of Shipping at 
8,600,000, equivalent to 48 per cent of Britain’s pre-war 
sea-going and coastal steam and motor tonnage. True, 
enemy losses have also been ‘heavy ; they have been officially 
estimated at 5,225,000 gross tons for the same _ period, 
exclusive of 496,000 gross tons destroyed by Russia and of 
128,000 tons lost by Japan. These losses have weakened the 
sea communications of Germany and Italy, and, in so far 
as they represent captures, they provided a slight net addi- 
tion to Allied shipping. But they have in no sense offset the 
loss of Allied shipping resources. Allied shipping needs are 
enormous and growing, and available resources are in- 
adequate for the rapid massing of their full striking power 
in all the theatres of war. Mr Roosevelt’s shipbuilding pro- 
gramme, which was announced on January 6th, and 
envisages the construction of some 5,000,000 gross tons in 
1942 and 7,000,000 tons in 1943, will increase Allied ship- 
ping tonnage, even if the average rate of loss of the first 
twenty-eight months of war continues. But as the present 
annual rate of output in the United States is probably still 
well below the 5,000,000 gross ton mark, the possibility of 
a serious and sustained increase in sinkings during the next 
few months, when the need for increasing fighting power 
in distant theatres of war is vital, requires drastic measures 
and, in particular, the utmost economy in the use 
of available merchant tonnage. It may be necessary, for 
example, to cut Britain’s food imports, at least temporarily, 
in arder to set free shipping for other purposes. The 
prospect for the next few months is grim. 


* * * 


Pooling of Allied Shipping 


The pooling of shipping controlled by Great Britain 
and the United States was agreed between President Roose- 
velt and Mr Churchill on January 1sth. The necessary 
organisation has now been set up, with Admiral Land and 
Sir Arthur Salter in charge of its American, and Lord 
Leathers and Mr Averell Harriman of its British, sections. 
Admiral Land has pointed out in a letter to President 
Roosevelt that the principal tasks of the new organisation 
will be to “ prepare and maintain currently a full survey of 
the employment of all tonnage, both in the American and 
British pools, to make possible economies in the use of 
shipping by interchange and combined use of resources, 
and to prepare and maintain a full survey of all shipping 
requirements.” 


British Shipowners’ Views 


While British shipowners are determined to contribute 
everything in their power towards the attainment of victory, 
inany of them are perturbed about the future of their industry 
after the war. For example, Mr Philip Runciman devoted a 
large part of his presidential address at the annual meeting 
of the Chamber of Shipping on February 26th to post-war 
problems. In particular, he was concerned with the question 
of the replacement of tonnage after the war, which the 
industry will be unable to finance out of its own resources, 
with the need for a large British merchant marine, and 
with the possible effect on passenger traffic of an expansion 
in civil aviation. The annual report of the Chamber of 
Shipping, issued this week, contains much useful informa- 
tion concerning the effect of the war on shipping and of 
the various measures taken to improve the position. It 
records a considerable increase in the speed of the turn- 


. 


round of ships at British ports. Like Mr Runciman’; 
address, the annual report is concerned with post-war 
problems, and it emphasises that the maintenance of private 
enterprise in shipping “as the first essential to a prosperous 
and efficient mercantile marine during and after the war”~ 
a proposition which is quite unexceptionable—is the primary 
objective of the General Council of British Shipping, chargeg 
with the formulation of the industry’s shipping policy, 


* * * 


Cotton Trade Wages 


The pressure for higher wage rates continues unabated 
in spite of all official exhortations. It is not likely to cease 
in the absence of the adoption of a national wages policy. 
All the trade unions in the cotton industry have now applied 
for a general increase in wage rates. Since the Ministry of 
Labour’s cost of living index has been stabilised and, con- 
sequently, has not yielded any more dividends in recent 
months to cotton operatives whose wage rates are linked to 
the index, the new application has apparently been made on 
the ground that their earnings are far below that of munition 
workers. During a week in July last year, for which the 
Ministry of Labour collected data on the earnings of 
workers in the principal industries, the average earnings of 
adult male cotton operatives were £3 18s. 5d., compared 
with an average of £4 19s. sd. for all industries. Women 
workers in the cotton trade were more than relatively 
better off, for their average earnings amounted to £2 4s. 7d, 
against an average of £2 3s. 11d. for all industries. In the 
metal, engineering and shipbuilding industries the average 
earnings of men and women were £5 11s. 5d. and £2 8s. 2d. 
respectively. Unfortunately, the Ministry of Labour's 
inquiry did not extend to the average number of hours 
worked, which are believed to be higher in the munitions 
industries than in the cotton trade. Despite the discrepancy 
between men’s earnings in the cotton and other industries, 
the relative position of cotton operatives has been improved 
since 1938 ; a comparison of weekly earnings during the last 
pay-week in October, 1938, and the week ended July 12, 1941, 
shows an increase of 54.3 per cent in those of male cotton 
operatives, against a rise of 44.1 per cent in the average of 
all industries. At a meeting between representatives of -the 
Northern Counties Textile Trades’ Federation, representing 
the weaving section of the industry, and the wages com- 
mittee of the Manufacturers’ Association, the former staked 
a claim for an increase of 2d. per hour, or 8s. per week on 
the basis of a 48-hour week, in the wage rates of all adult 
workers. Spinners and cardroom workers have demanded 
an increase of 163 per cent on current wage rates. These 
applications will probably be resisted by the employers’ 
organisations, but a compromise solution seems likely. An 
increase in costs of production will probably involve a 
further rise in the prices of cotton textiles to the consumer 


* * 7 


The Tinplate Industry 


Eight months have now elapsed since the appointment 
by the Minister of Supply of a representative committee, 
under the chairmanship of Lord Essendon, to consider the 
application of the policy of concentration to the tinplate 
industry, and four months have passed since that committee 
sent its report and recommendations to the President of the 
Board of Trade. It is reported that no steps have yet been 
taken to give effect to those recommendations. Manufac- 
turers have apparently not been able to agree among them- 
selves about the extent to which redundancy exists, or the 
basis of compensation for scrapped mills, and the Govern- 
ment Departments concerned seem to be less persuaded 
now than they were last July of the urgency of the need for 
action. The labour employed in the industry has already 
been automatically reduced under the pressure of economic 
forces and Government restrictive measures, its capacity 
has been adjusted to wartime tinplate requirements, an 
arrangements have been made governing the relations of the 
British and United States tinplate manufacturers in the 
conduct of the tinplate export trade. It is to be hoped, 
however, that short-term considerations will not be allowed 





































































Feb 


to delay 
the ind 
petitive 


Rise it 
Th 
product 
the rist 
£3 per 
table p! 
1939. 
cereal 
year’s | 
war le\ 
times ¢ 


Wheat, mm 
Oats 

” fi 
Rye . 
Barley, 1 

a le 
Potatoes 
Sugar bee 
Wool 
Pigs, bac 
por 
sow 


” 


Eggs, 1s! 


been 
be ani 
price 

for the 
is als 
sheep 
yield 

variati 
at thi 
receiv 


milk» 









































































na TP Ft 


——_—_— — ae oe 


-_ jF © we 


—=— Fe wwe 


. vervwem 


aA 








February 28, 1942 


to delay the preparation of plans for the modernisation of 
the industry. It can have little hope of retaining its com- 
petitive position unless it is brought up to date. 


* * * 


Rise in Agricultural Prices 

The implications of the increase in the prices of farm 
products announced on January 20th in compensation of 
the rise in minimum agricultural wages from {2 8s. to 
{£3 per week are discussed on page 281. The accompanying 
table provides a rough indication of the rise in prices since 
1939. The prices to be paid to farmers for this year’s 
cereal crop are not much higher than those paid for last 
year’s harvest, but they are substantially above the pre- 
war level. The new wheat prices, for example, are three 
times as high as in 1939, and those of millable oats have 


PRIcES OF IMPORTANT CoMMODITIES (b) 


1939 Chai New Prices 
Average Pri “ | (1942 
Prices | — Harvest) 
' 
i | s ad ¢ | 
Wheat, millable pm 14 ¢€ 16 ¢ 
Oats 4 | Is 9 14 9 
- feedin 1 13 € 14 6 
Rye . 4 14 15 € 
Barley, malting 6 9 65s.—75s To be ann’ced 
» _ teedin : a as 14 6 
Potatoes per t 82 6 110s.-140s 5s. (approx.) 
Sugar beet 4635-4 61s. 6d.-63s. 6d &ls.-83« 
— im ) 108 164d.—254 | 2d. 
Pigs, baconer p ore 13 3 \ 
» porke . : 147 j 16s.-20: | Is 
» SOWS 10 ¢ } 15 O | Unchanged 
J Ist & 2nd qual ” long 100 ¢ . Z \ 36 ° \ + 0d 
Eggs, ie ” 9 LB 34 i s0c 


been doubled. The new price of malting barley is yet to 
be announced, but this grain has already risen sky-high in 
price in the absence of control. The price of sugar beet 
for the 1942 crop, which was announced on December 12th, 
is also substantially higher than before the war. Cattle, 
sheep and lamb, and pig prices have also been raised to 
yield a higher average return; but in view of the many 
variations in grade and other adjustments it is not possible 
at this stage to compare the average prices likely to be 
received in 1942 with those obtained in 1939. The new 
milk prices have not yet been announced. 


* o * 


Substitute for Tungsten 


As the Allies have lost some of their Far Eastern sources 
of supply of tungsten, the important steel alloy metal, and 
ae faced with the possibility of losing others, ‘its use must 
in future be confined to purposes for which no efficient 
substitute is available. Fortunately, there is another metal, 
molybdenum, which, for many purposes, can be substituted 
partly or wholly for tungsten, and which is available in com- 
paratively large quantities to the United Nations. As was 
pointed out on page 267 of last week’s Economist, 
molybdenum will in future be used to a larger extent in the 
production of high-speed steels. The metal has been known 
for more than 150 years, but its application in industry had 
made little progress before the exploitation of the Climax 
mine in Colorado, which began in 1918. It was in Germany 
that molybdenum was first used as a substitute for tungsten 
during the last war, when she was cut off from supplies, but 
had access to the small molybdenum output of Norway. 
Her success initiated a period of intensive technical research 
into the possibilities of using the metal in steel alloys. Among 
other uses, molybdenum has gained special importance in the 
manufacture of high-pressure boiler parts, engine blocks and 
parts, turbines, gun barrels, machine tools, cutting tools and 
armour-piercing projectiles. Some 95 per cent of the world’s 
total supplies is produced by the United States, which 
itself contributes as much as 9o per cent. Two-thirds of the 
output in the United States is produced by the Climax 
Molybdenum Company from its mines in Colorado; the 
temainder is a by-product derived from the smelting of 
Copper in Utah, New Mexico and Arizona. There are only 
three sources of supply of some importance outside the 
United States ; these are in Mexico, whose molybdenum is 
produced as a by-product in the smelting of copper by the 
feene Cananea Consolidated Copper Company, a sub- 
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sidiary of the American Anaconda concern, in Norway, 
where it is produced by the Knaben mine in Fjotland, and 
in French Morocco, where a company expioits a deposit in 
the Azegour district. Small quantities are also produced in 
other countries, such as Peru, Australia, Burma, Turkey, 
Roumania and Greece. In recent years world production of 
molybdenum, in terms of metal, averaged about 16,000 
metric tons to which the United States contributed 15,000 
tons, Mexico and Norway some §00 tons each, and French 
Morocco 200 tons. World production of tungsten has been 
nearly twice as high as that of molybdenum, but it is 
believed to have fallen below the annual rate of 30,000 tons 
since the beginning of the war. But as the atomic weight of 
molybdenum is only about half that of tungsten, its output 
roughly equals that of the latter in volume. 


* * * 


The Imperial Institute 


The annual report of the Imperial Institute for 1941 
shows that, in spite of many difficulties, its scientific depart- 
ments dealing with plant and animal products and with 
mineral resources continued to do useful work. In particular, 
they have carried out valuable investigations into the use 
of materials for the purposes of the war. For example, of 
eight samples of manganese ore submitted from the Gold 
Coast to the Mineral Resources Department, three were 
found to be representative of ores suitable for the production 
of good quality ferro-manganese. Again, the Department’s 
services have been utilised for the purpose of finding 
substitutes for scarce materials. It has been successful in 
discovering an adequate substitute in South Africa for 
American asbestine, a fibrous talc powder used as a fille: 
in rubber and in certain types of paint which it has been 
difficult to secure. It has also been able to assist a concern 
interested in the recovery of oil from waste products, such 
as oil-rags, and dependent on a now almost unobtainable 
filtration agent of foreign origin, to replace it by a domestic 
product. In view of the need for additional sources of 
supply of a number of essential raw materials, the experience 
of the technical sections of the Imperial Institute should 
continue to prove of material assistance to the Government 
and industry. 


Textile Exports 

Returns of the volume of exports of cotton and rayon 
yarn and fabrics for 1941 show that, compared with 1939, 
shipments of cotton yarn fell by 75 per cent and those of 
rayon yarn rose by 202 per cent. In piece-goods there has 
been the same tendency ; exports of cotton piece-goods are 
down by 44 per cent, while those of rayon piece-goods are up 
by 58 per cent. Rayon exports in both yarn and piece-goods 
were higher in 1941 than in any previous year. There are 
several explanations of these divergent trends. Exports of 
rayon in all forms before the war was very small owing to the 
severe competition of the three Axis countries. The exclu- 
sion from the world markets of Germany, Italy and, more 
recently, Japan, has benefited rayon more than cotton. Again, 
a large part of the cotton export trade, particularly in yarns, 
was done with the Continent of Europe, whilst rayon ex- 
ports went primarily to markets which for a long time were 
scarcely affected by the war. The supply of raw materials 
at the outbreak of war was probably better in the rayon than 
in the cotton trade. Moreover, rayon was not in demand for 
service requirements and for reasons both of foreign 
exchange and shipping space it was regarded as an ideal 
form of export. Finally, the general movement in favour of 
the newer synthetic fibres has continued, even though the 
war has upset all normal calculations. The prospective 
volume of rayon exports, however, will be conditioned, not 
so much by marketing possibilities, as by the supply of 
materials, labour and shipping space. 
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COMPANY MEETINGS 





THE IMPERIAL TOBACCO COMPANY (OF GREAT 
BRITAIN AND IRELAND), LIMITED 


DISTRIBUTION OF 173 PER CENT. (TAX FREE) 


PROBLEMS OF 


DISTRIBUTION AND SUPPLIES 


LORD DULVERTON’S STATEMENT 


The annual general meeting of the Imperial Tobacco Company 
(of Great Britain and Ireland), Limited, was held, on the 24th 
instant, at Bristol. Lord Dulverton (the chairman) presided. 

The following is an extract from the statement of the chairman, 
which was circulated with the report and accounts :— 

On the assets side of the balance-sheet the first variation of any 
moment is in stock-in-trade, at approximate cost, and advances 
to leaf-buying branches abroad, which is less than last year’s figure 
by £3,253,780. Last year, however, as the wording then stated, 
this item included “estimated amounts recoverable under war 
risks imsurance policies in respect of leaf damaged or destroyed.” 
During the past year our claims have been formulated and the 
net amount still due comes under the heading of debtors and not 
stock. It would, of course, be contrary to public policy to state 
the sum involved, but I may say that it is substantial. As regards 
our stock of tobacco, there was a considerable decrease in stocks 
of leaf in bond, largely offset as regards sterling value by an 
increase in factory stocks, on which, of course, duty at the present 
very high rates has been paid. I shall have more to say about the 
company’s leaf position later. 

Debtors you will find are higher by £3,765,232. This is partly 
due to the fact that as our trade increases the balance due from 
our trade debtors increases, and partly to the transfer referred to 
above. 

Government and other securities show an increase of £1,544,435, 
due entirely to an increase in the amount of Government securities 
held as compared with the position held at October 31, 1940 


LIABILITIES 


Deposits by and current accounts w-th subsidiary and associated 
companies show an increase of £749,620, due mainly to the fact 
that some of our subsidiaries, through such causes as, for example, 
the holding of smaller stocks, found themselves with further sur- 
plus cash, which they deposited with the parent company. 

Creditors, provision for income-tax and other taxation and bonus 
to customers, and other provisions as set out in the balance-sheet, 
amount to £30,362,592, an increase of £1,951,789. The increased 
provisions that we have had to make for taxation more than account 
for this increase. We have paid very substantial sums on account, 
and adequate provision for all liability under this heading to 
October 31, 1941, has been made. 

The general reserve is increased by £500,000 transferred from 
the profits of the year under review, and now stands at £9,000,000. 


PROFITS AND DIVIDEND 


The net profit for the year shows a figure of £7,981,241, a 
decrease of £901,587. After providing £10,000 for directors’ fees 
and transferring £500,000 to general reserve account, there remains 
a balance of profit for the year of £7,471,241. 

It is now proposed, subject to your approval, to declare a final 
dividend of 7} per cent. and a bonus of 2} per cent., both free of 
income-tax, making a total distribution for the year of 17} per 
cent., free of income-tax. 

The balance remaining to be carried forward to the accounts 
for the current year is £1,666,436, which is about £45,000 more 
than the amount brought in at the commencement of the year. 

The free-of-tax dividend is 2} per cent. less than last year, but 
the gross dividend is substantially the same. I think you will 
agree that this is a satisfactory outcome of a difficult year’s trading. 


DISTRIBUTION 


At this time last year the smoking public were going through 
a period in which supplies of cigarettes and tobacco were becoming 


increasingly difficult to obtain. It was soon apparent that this 
was no temporary phase due to transport difficulties, etc., but a 
very genuine shortage due to the increased level of demand. l 
April of last year the Government decided to release more leaf 
tobacco from bond, and since then we, in common with other 
manufacturers, have been supplying a greater volume of 200ds 
than ever before in the history of the trade. There is still a limi 
to permitted deliveries, but the limit has been fixed by th 
Government at a\ level which nearly, if not quite, satisfies public 
demand. The acute shortage, to which some of you may remem. 
ber I drew attention in a broadcast speech last summer, has beep 
replaced, not by a period of plenty—but by one in which smokers 
generally can obtain as much to smoke as reasonably be 
expected in these times of stringency. 


can 


CURRENT TRADE AND PROSPECTS 


last year was anxiety about 


The dominant note of my remarks 
future supplies of leaf tobacco—in particular, that important part 
of it which comes from the United States of America. It would 
be a mistake to pretend that that anx.ety no longer exists, but it 
has certainly been to some extent allayed by the action of the US 
Government in including tobacco in the commodities now sent to 
this country under the Lease-Lend arrangement. Shipments of 
US leaf are now made to HM Government, who in turn sell them 
to manufacturers for payment in sterling. Under this plan the ques- 
tion of providing dollar exchange does not arise, and so long as 
other urgent calls on shipping space admit of sufficient tobacco 
being inchided we can look forward to the future with greater 
confidence. ‘The manufacturers and the smoking public of the 
country are indebted to the US Government for their generous 
action in initiating the Lease-Lend arrangement. 

Besides USA tobacco, we use—as I have frequently told you— 
an important amount grown in the Empire. The 
principal tobacco-growing countries of the Empire—Canada, 
Rhodesia, Nyasaland and India—have succeeded in spite of war- 
time difficulties in growing very useful crops, and here, agai, 
provided adequate shipping is available, we may hope for a steady 
maintenance of supplies. 


of tobacco 


During the year the effects of the war on the tobacco trade 
have been noticeable in many other ways. ‘The greater scarcity 
ef packing materials—paper, cardboard, tin, etc.—has resulted in 
the simplification of the number and form of our packings and a 
continual search for more economical forms of packing. The 
problems of industry in war-time are very different from: those in 
time of peace. In the latter it is the aim of the manufacturer to 
pack his goods in the most attractive form—in war-time the 
problem is to turn out the goods at all, and to overcome the 
innumerable difficulties arising out of the scarcity of some materials, 
the intervention of the various Controls, and the ever-growing 
shortage of labour. 

It has been the policy of your company—and I think I may say 
of the tobacco trade as a whole—to give HM Government our 
wholehearted support in carrying out the measures that they deem 
Difficulties, and very serious difficulties, were bound 





necessary. 
to arise, but our task has been made easier by the wisdom and 
understanding of the Tobacco Controller. The tobacco. trade may 
consider itself fortunate in having as Controller a man with a life- 
long knowledge of the ‘trade, and a readiness to take into account 
all sides of a question. 

Proposed: by the chairman, and seconded by Mr G. A. Falk, 
the resolutions proposing the adoption of the report and statement 
of accounts and the resolutions declaring the dividends were 
passed unanimously. 
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SOCIETY 
RESERVES STRENGTHENED 


The 88th annual meeting of the Temperance Permanent 

Building Society was held on Wednesday, 25th inst., in London. 
Mr Cyril W. Black, FSI, FAI (the chairman), in the course 
ef his speech, said: The year which has recently closed has 
witnessed a continuation of the process of adjustment to new 
conditions brought about by the war, and it is doubtful whether, 
in all its long history, the society has ever faced a year more 
fraught with complexity. Nevertheless, we have come through it 
with our essential strength not only unimpaired but actually 
increased. 

The balance on profit and loss account available for appropria- 
tion is £128,390 compared with a figure in the previous year of 
£146,062. It is not necessary to look far for the causes of the 
reduction of nearly £18,000 in this balance. The amount payable 
for income tax shows an increase of nearly £14,000, and we have 
incurred special expenditure of a non-recurring nature as a direct 
consequence of war conditions of over £5,000. These two items 
alone more than cover the reduction in the profit. 

The balance sheet shows an improved position both in regard 
to reserves and liquidity. Our reserves consisting of general 
reserve fund, contingency fund and carry forward now amount to a 
grand total of over £1,070,000, an increase of over £13,000 on 
the previous year. ‘The ratio which our reserves bear to the 
aggregate of our share capital and deposits has risen to approxi- 
mately 21.65 per cent. ‘This ratio is higher than ever before and 
much in advance of the reserve position of any other large building 
society. 


NEW RATES OF INTEREST 


During the year we have been compelled to give notice of a 
further reduction in the rates of interest payable to investors, 
the new rates taking effect from October 1st last. Shareholders 
who invested prior to 1931 now receive 23 per cent interest, while 
subsequently issued shares earn 2} per cent. Depositors receive 
2} per cent. All these rates are free of income tax to the recipient. 
These reduced rates were rendered necessary by two main causes: 
(1) The increased liability of the society for income tax and (2) the 
new liability for contributions under the War Damage Act. 


I am glad to be able to repeat the assurance I have given in 
previous years that our borrowing members are, on the whole, 
continuing to honour their obligations satisfactorily. In cases 
of genuine difficulty brought about by war conditions we have 
temporarily reduced or suspended capital repayments, while in 
cases where properties have been rendered uninhabitable through 
enemy action we have been happy to grant the utmost relief 
pending settlement of claims. 


The report was unanimously adopted. 


MERLIMAU PEGOH, LIMITED 

The thirty-first ordinary general meeting of Merlimau Pegoh, 
Limited, was held, on the 18th inst, in London, Major W. M. 
Sime, OBE, JP (the chairman), presiding. 

The following is an extract from the chairman’s review, which 
was circulated with the annual report and accounts :— 

Recent unfortunate events in Malaya have seriously affected our 
company. We have been deprived, for the present, of all our 
estates, 

It was in order to lessen the inconvenience to shareholders 
which the late presentation of the accounts might cause, that the 
directors decided to declare a second interim dividend of 6 per 
cent, making 10 per cent for the year. We have added £2,000 
to the general reserve account and transferred the £20,000 which 
stood at the credit of the special cultivation reserve account to 
the investment and contingencies reserve account, making the 
latter £40,000. We have provided £10,000 for deferred replant- 
ing. Before the invasion of Malaya took place your directors had 
decided to limit their replanting programme owing to shortage 
of labour in the East and because of the need to produce as much 
Tubber as possible. To what extent it mv be necessary to adopt 
4 much ‘more comprehensive program fter Malaya has been 
freed from the enemy it is, of course, impossible to say. 

The report and accounts were unanimously adopted. 
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LIMITED 
PROFITS MAINTAINED 


The nineteenth annual general meeting of the Power Securities 
Corporation, Limited, was held, on the 25th instant, in London. 

Mr William Shearer, the chairman, after expressing sorrow at 
the death of Mr George Balfour, the late chairman, said that their 
profits had maintained more or less the same standard as in the 
previous year and, while it was idle to prophesy in abnormal times 
like the present, they could say that, subject to no unforeseen 
contingencies, the business in hand should enable them to main- 
tain a fairly level keel during the current year. The work completed 
by Balfour, Beatty and Co. in 1941 was of considerable volume. 
The work in hand at present was well up to their average standard 
and would keep them fully occupied for a considerable time. 

Notwithstanding the troubles in Iraq during May and June, their 
staff had come through their ordeal safely, and by arrangement with 
the Government and the Consulting Engineers they had been able 
to recommence part of the works in July. Progress had been good 
and they anticipated the completion of the essential portion of the 
contract early in the current year. A section of the works, by 
arrangement with the Consulting Engineers and the Government, 
had been suspended. 

In order to compare the profit with the 1940 figure, the income 
tax, amounting to £57,559, must be deducted from the year’s profit 
of £124,679, which this year was shown gross. The result was 
£67,120, which compared with the previous year’s figure of 
£69,027. Administration and general expenses amounted to £13,885 
against £18,853, a reduction of approximately £5,000, accounted for 
by an all-round saving in expenses and bank interest. The balance 
carried to the balance sheet was £52,035 against last year’s figure 
of £48,973, a net increase of £3,062. 

The chairman made reference to the excellent work carried out 
during a difficult year by the staff at home.and abroad and also 
to the large number of employees serving in HM Forces. 

The report was unanimously adopted, and the proposed dividend 
of 6 per cent. was approved. 


F. W. WOOLWORTH AND COMPANY, 
LIMITED 


SATISFACTORY RESULTS 

The thirty-third annual general meeting of F. W. Woolworth 
& Co., Ltd., was held, on the 20th instant, in London, Mr W. L. 
Stephenson (the chairman) presiding. 

The following are extracts from the chairman’s statement which 
was circulated with the report and account¢: The company pro- 
duced a profit of £6,404,759 for the year 1941, a fall of £1,553,400 
compared with the previous year. The recommended final distri- 
bution is down by 6d. per unit. I would remind stockholders that 
a year ago I ventured the opinion that increased war activity would 
bring new difficulties and further restriction. It has, and that is the 
reason for both reduced profits and lower dividend. 

Last year was a most difficult one for the retail trader. All, large 
or small, faced the same limitation of supplies: all were affected 
by the widening of consumer rationing, further depletion of staff, 
contraction of selling space, etc. 

In view of all this I look upon the result of the company’s trading 
for 1941 as most satisfactory. Substantial sums have been written 
off profits for the year, many of them of a nature peculiar only to 
war conditions. For instance, War Risk Insurance oh Merchandise 
amounts to £229,544, firewatching and ARP expenditure cost 
£264,742, contributions to our men in the Services run into six 
figures. 

The figure provided for taxation on the profits of ‘the company 
for 1941 at £3,557,205 is considerably lower than the provision for 
the previous year owing to the heavy reduction in the sum required 
to meet excess profits tax for the year under review. 

As the war continues it is to be expected that there will be 
further diminution in consumer supplies, causing contraction in the 
business of retail distribution, and this company, in common with 
other retailers, will have to face up to it. Our main effort will be 
directed towards protecting the company’s goodwill and resources, 
with the hope that when our people return from their service to 
fill their jobs again we shall have preserved the organisation so well 
that there will be plenty of outlet for their energies 

The report was unanimously adopted. 
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THE SSERLING TRUST 
SATISFACTORY RESULTS 

Ihe twenty-fifth ordinary general meeting of the Sterling Trust, 
Limited, was held, on the 24th instant, at the offices of the company, 
310 Gresham House, Old Broad Street, London, E.C. 

Mr Richard S. Guinness, chairman of the company, who presided, 
im the course of his speech said: As was anticipated at our last 
meeting, we have suffered varying fortunes in the past year. 

Our investments in this country and the Empire which, on the 
basis of the valuation referred to in the report amount to over 
82 per cent. of the total, have not only maintained their average 
value but have shown a welcome appreciation and produced 77 per 
I wish I could give an equally satis- 
factory account of our holdings in other parts of the globe. On 
present-day valuation a considerable depreciation is evident, and 
owing to widespread defaults the contribution to our revenues is 
We have suffered a further reduction in revenue 
by sales under Government requirements of USA holdings, which 
mow represent under 2 per cent. of our invested funds. 


cent. of our total revenue. 


disproportionate. 


RECORDS §and 


STOCK EXCHANGES 
London 


Note: all dealings are for cash 


MARKET sentiment, which displayed a 
distinct improvement on the news of the 
Cabinet reconstruction, derived further 
support from President Roosevelt’s speech 
and the latest Russian successes. Despite 
the continued Japanese advance, there are 
indications that the recent downward trend 
may soon be brought to a close. The 
early part of the current week has wit- 
nessed a revival of enquiry, which is re- 
flected in some substantial marking up, in 
particular of first-class equities. Re-invest- 
ment support pending the disbursement of 
the Canadian and Indian moneys in the 
gilt-edged market, occasioned daily 
advances up to } in the irredeemable issues 
during the early part of the week, but 
purchases of tax certificates led to small 
declines for short-dated issues. In midweek 
more subdued conditions left long dated 
issues generally unchanged. After a general 
cally in South American issues on the pre- 
vious Friday, there * were few further 
changes in the foreign bond market early 
this week, glthough the 5 per cent China 
loan of 1912 fell two points on Tuesday. 
The dividend announcements gave rise to 
some activity in the home rail market at 
the end of the previous week, when GW 
ordinary lost 1} and London Transport 
“C” stock 14 points on the disappointing 
payments. Some scattered realisations 
were effected at the ex-dividend prices at 
the re-opening, but, later, junior issues dis- 
played a steadier tendency. Senior stocks 
remained steady until midweek, when pre- 
ference issues were generally sold. Con- 
ditions were dull immediately before and 
after the weekend in the foreign rail 
market, senior Argentine issues falling 
sharply, but thé market became steadier on 
Tuesday, recovering sharply in midweek. 
* 


The dull conditions of the last few weeks 
in the industfial market gave way to a dis- 
tinctly better tone at the end of the pre- 
vious week, although the volume of actual 
business was by no means large. Brewery 
shares reflected the demand for leading 
equities, and substantial improvements 
were well spread over leading issues. In 
the motor and aircraft group, prices were 
generally steady until Tuesday, when a 
number of improvements were recorded, 
Ford Motors rising 1s. among other gains. 
The slight advance in the heavy industrial 
group on the previous Friday gave way to 
some irregularity and fater prices were 
depressed by the Dorman Long results. 
Shipping shares were depressed on Mon- 
day, but there was a modest rally the next 
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day, while the report of the Chamber of 
Shipping occasioned a further improvement 
in midweek. Some irregularity at the re- 
opening among textile issues was followed 
by a general recovery the next day. Tobacco 
shares, in particular Imps, were persistently 
firm. In the miscellaneous market, Murex 
eased 7% on Monday, when Turner & 
Newall advanced the same amount, while 
the following day, Brazil Traction and 
International Nickel rose 4 and 4 respec- 
tively. In contrast to other sections, prices 
of leading eqyities continued to advance 
in midweek. 
* 

The earlier steadiness in the _ kaffir 
market was not maintained at the reopen- 
ing, war reports proving an_ unsettling 
factor. Cape selling was light, although 
Sallies and West Wit. Areas both lost }, 
among other losses of 7's. President Roose- 
velt’s speech provided some encouragement 
the next day, but the improvement was 
insufficient to wipe out the previous day’s 
losses. Later, the market was subdued by 
the announcement of higher Union taxa- 
tion. The tin market was generally in- 
active, and the trend mainly was down- 
ward. Turnover in the rubber market 
was slight. After displaying some steadi- 
ness at the reopening, prices resumed their 
downward trend, although some enquiry 
for cheap stock was noted in midweek, Tea 
shares also reflected selling in the early part 
of the week, A sharp rally in the oi! market 
on bear covering purchases was witnessed 
at the close of the previous week, Anglo- 
Iranian rising 3, Burmah 3%; and Shell +. 
Some speculative selling at the reopening 
occasioned small losses for the leaders, but 
with the improvement in sentiment the 
next day, these losses were more than re- 
covered. Burmah Oil was sold in midweek 
as the threat to the company’s refineries 
became more pronounced. 


** FINANCIAL NEWS” INDICES 


Approx. , 





Total jualin Security Indices 
1942 Bargains Day 
in S.E. 194] 30 Ord. | 20 Fixed 
List shares* Int. 
Feb. 19 3,204 | 76-1 | 133-5 
» (ee | 2,974 | 76°3 133 -¢ 
23 3,100 2,313 | 76-4 133-5 
24 2,859 | 2,955 | 176°8 133 -6 
25 ; 2,723 | 2,307 77-2 133-7 


* july 1, 1935=100. + 1928=100. 30 Ordinary 
shares, 1942 highest, 81-4 (Jan. 12); lowest, 76:1 
(Feb. 19). 20 Fixed Int., 1942 highest, 133-8 
(Feb. 4); lowest, 132-2 (Jan. 5 


New York 


Reports of the stubborn Dutch resistance 
off Bali assisted sentiment on Wall Street 
before the weekend, prices moving within 
narrow limits, with slight support for rail 


Notwithstanding these difficulties, we are able to 
our “overall” depreciation is reduced to 7 per cent. after allowing 
for reserve and carry forward, as compared with 16 per cent, jp 
Our holdings in German issues have been valued at nil 
Gross revenue shows a decline of £25,949 and there remains, after 
income-tax provision, a balance equivalent to, say, 6 per cen 
available for ordinary dividend, and your directors have recom. 
mended a total dividend of 4} per cent. upon the ordinary stock, 
a reduction of I per cent. upon 1940, which we regret, but which 
the fall in revenue renders inevitable. 


February 28, 1942 


I Spor tha; 


We have carried on our work hampered by ever-increasing dif, 
culties in finding remunerative investments to replace realisation: 
and adjustments forced upon us by war-time exigencies ; 
to the energies of our officials and depleted staff we are able x 
show an average yield of 4} per cent. 
and we ask you to join the board in appreciation of their activities 
I cannot promise that this yield can be maintained, as war condi. 
tions must lead us to invest an ever-increasing proportion of oy 
resources in British 


thanks 


upon our invested funds 


Government securities. 


The report and accounts were unanimously adopted, 


STATISTICS 


and industrial issues. President Roosevelt's 
speech on Monday fully offset the later 
adverse news from the S.W. Pacific, and a 
firmer tendency was apparent when the 
markets resumed business after the holiday 
Lack of further incentive in midweek, how- 
ever, gave rise to an easier trend, 


New York Prices 


STANDARD STATISTICS INDICES 


(1935-36 = 100) 
WEEKLY AVERAGES 
1942 | 
Feb Feb. | Feb 
Low | High 4, 1], 18 
Feb. | Jan. | 1942 1942 | 1942 
ll 14 
347 Industrial 69-5¢) 75-0 74.0 | 71-0 | 695 
32 Rail .., 66-9a) 71-08 71-0 | 67-0 | 674 
40 Utilitie 64-0 | 67-4a 66°0 64-0] 64:1 
419 Stocl 68-5c 73-3 72-6 69-6 | 685 
V eld* 8 00°, 7 -65°% 769% 8 -00%'T 90° 
) Coniume Stock (a) Jan. 7. (b) Feb. 4 
( Feb. 18. 
Dairy AVERAGE oF 50 ComMon STOCKS 
7 | 
Feb. 12] Feb. 13| Feb. 14] Feb. 16 | Feb. 17 | Feb. 18 
| | 
| | pe 


(a | 86:2 | 86-7 86-4 | 84:7 | 845 
| | | 
84-5, Feb. 18 


1942 High 91-2, Jan. 5 Low 


(a) Lincoln's Birthday. 
lotal share dealings: Feb. 19, 350,000; 
Feb 20, 330,000; Feb. 21,* 210,000; 


Feb. 23, Washington’s Birthday ; Feb. 24 
390,000 ; Feb. 25, 340,000 


* Two-hour session 


Capital Issues 


Week ending Nominal Con New 
February 28, 1942 Capital versions Money 
f { : 
Particul of Government issues appear on page 505 
Including Excluding 
Year} Conversions Conversions 
f 
1942 191,166,987 187,164,928 
1941 198,682,618 198,682,618 
Destination (Conversions Excluded) 
Brit. Emp. Foreign 
Year U.K. ex. U.K. Countries 
{ f f 
1942 186,959,608 178,320 27,000 
1941 196,133,515 2,549,103 il 
Nature of Borrowing (Conv. Excld,) 
Year} Deb. Pref. Ord. 
f £ 
1942 186,071,079 82,029 1,011,829 
1941 196,133,515 8,541 2,180,56 


+ Includes Government issues to Feb. 17, 1942, only 
Above figures include all new capital in wait 
permission to deal has been granted. 


(Continued on page 307) 
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February 28, 1942 


GOVERNMENT RETURNS 


For the week ended Feb. 22, 1942, total 
ordinary revenue was £65,146,000, against 
ordinary expenditure of 499,200,000, and 
issues to sinking funds of £115,000. Thus, 
including sinking fund allocations of 
(9,096,701, the deficit ac crued since April 
ist is £2,412,245,000 against £2,172,528,000 


for the corresponding period a year ago. 


ORDINARY AND SELF-BALANCING 
REVENUE AND EXPENDITURE 


Receipts into the 
Exchequer 
(£ thousands) 


| Esti- | April 1,/April 1,, Week | Week 
Revenue | mate, "1940, | 1941, | ended ended 
i “| to to Feb. Feb. 
Feb. 22,/Feb. 21,| 22, | 21, 
| 1941 | 1942 | 1941 | 1942 
ORDINARY | | | 
REVENUE | 
Income Tax ...| 756,000 430,467 643,398) 27,098| 38,585 
Seaiie .... 80.000. 61,877, 62,167, 3,490} 3,050 
Estate, etc., | | | 
Duties...... | g2,000 69,274! 79,096 1,687) 1,800 
Stam 14,000 12,108 12,163; '790| 1,050 
N.D. 21,005 18,956| 460) °370 
RPT... 210,000, 53302 219,424 1,980! 4,640 
Other Inid. Rev.| °1,000 689 657, 10} 130 


Total Inld. Rev. 1143000 653,722 1035861 35,515, 49,625 


7,474 10,096 
2,290; 3,400 


310,700 274,024 327,780 
266,660 177,800 294,100 


Customs . 
Excise. . . 


Total Customs & | j 
621,800 


Excise... 577,360 451,824 9,764 13,496 
Motor Duties 39,000 37,356, 37,003 
P.O. (Net Re | 

ceipts) 3,300 10,750 13,050 750 150 
Crown Lands...| 1,100 980 830 
Receipts from | 

Sundry Loans 2,600 1,892 3,078 248) ... 
Miscell. Receipts 20,000 24,825 73,431 300° 1,875 


Total Ord. Rev. 1786360 1181349 1785132, 46,577 65,146 


SeLF-BALANCING | } 


P.O. & Brdcastg.| 99,346 79,100 90,650, 2,000) 2,150 
Total... 1885706 1260449 1875782 48,577 67,296 
| Issues out of the 
| Exchequer to meet 
| payments 
| Esti ({ thousands) 
Expenditure | mate, |April 1,/April 1,; Week Week 
1941-42! 1940, 1941, | ended | ended 
| | to to | Feb. | Feb. 
| \Feb. 22,|Feb. 21,| 22, 21, 
1941 || 1942 | 1941 | 1942 
ORDINARY { | 
EXPENDITURE | 


Int. and Man. of 


Nat. Debt .. .| 255,000) 219,353 240,280 12,481 
Payments to N.| 
reland 9,200 7,343 6,988 
Other Cons. Find. | | 
Serv. .......] 7,800 7,052 7,497)... | 95 
4 | i cee 
Total........| 272,000, 233,748 254,765 | 12,576 


Supply Services. 4434957 3111229 3933516, 77,350) 86,624 
Total Ord. Exp. 4706957 3344977 4188281) 77,350) 99,200 


SeLP-BALANCING 


P.O, & Brdcastg., 99,346] 79,100 90,650) 2,000] 2,150 


Total... . 4806303 3424077 4278931| 79,350|101350 


_After decreasing Exchequer balances by 
£427,163 to £2,688,391, the other operations 


for the week (no longer shown separately) 
raised the 


t gross National Debt by 
{35,273,311 to about £13,776 millions. 
NET ISSUES (£ thousands) 
P.O, & Telegraph 200 


as Trade Guarantees sen 25 
War Damage Act. . 1,306 


1,531 


MONEY MARKET 


Exchange Rates.—The following rages fixed by the 
= of England remained unchanged between Feb. 


= — 27th. (Figures in brackets are par of 


, dalied States. $ (4-862) 4-024-03} ; mail transfers 
oo : Canada. $ (4-863) 4-43-47; mail trans- 
43474. Switzerland. Francs (25 -22}) 17-30-40. 
fmten. Krona (18-159) 16-85-95. Argentina. Peso 
nay 16 -953-17-13; mail transfers 16 -959-17 +15. 
oa East and West indies. Florin (/2:/1) 7-58-62: 
transfers 7-58-64. Portugal. Escudos (110) 
100-20. Panama. §$ 4-02-04; mail transfers 


Fized Rates. for Payment at Bank of England for 
Offices.—Spain. Peseta (25 -224) 40-50 (Official 


Tate) ; 46 55 (Voluntary rate). Turke jas v 
ohn > y. Piastres (177) 
5. Maly. 71.25 lire, a 
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Finance 


FLOATING DEBT 


(£ millions) 
Ways an 
Treasury na d Trea- 
Bills Advances sury | Total 
Date Bank — — 
Ten- Tap Public aot 47% Debt 
der ts. | Eng- | 
P ead \Banks | 
1941 | 
Feb. 22 | 845-0 1369-4 165°5| | 355-0} 2734-9 
Nov. 15 , 975-0 Not available 
» 22} 975°0 | ” » 
o = 975-0 1575-0, 128-9 | 26-2] 723-0 | 3428-1 
Dec. 6 | 975-0 | Not available | 
” 13 975-0 ” ” } 
» 20] 975-0 | ” * | 
— 2547 +0 186-3 | 66-0 | 811-5 | 3610-8 
1942 
Jan. 10 975-0 Not available 
» 17 | 970-0 a 
o w& 960 -0 “ - 
» 31 | 945-0 1584-0 191°0] 9-2 | 764°5| 3493-7 
Feb. 7 | 930-0 | Not available 
» 14) 915-0 - om 
» 21} 905-0 os a 
TREASURY BILLS 
(£ millions) 
A Per 
Amount verage Cent 
Date of Rate allotted 
a of Allot- . 
Teuder Applied t at 
Offered “PP IC“ allotted =" Min. 
} 7e Rate 
1941 | 4. 
Feb. 21 65-0 | 139-1 65-0 | 20 4-43 28 
Nov. 28 | 75-0 | 174°6 75-0 | 20 1-93 | 23 
Dec. 5 | 15-0 | 172-1 | 75-0 | 20 1-97) 23 
» 42 | 75-0 | 155-7} 75-0} 20 2-06; 19 
» 19 | 75-0] 133-2| 75-0} 20 2-14] 40 
» 26 | 75:0 | 146-7} 75-0) 20 2-30| 31 
1942 | | 
Jan. 2 75-0 | 157-8 75-0 | 20 1-85/| 30 
» 9 | 75-0] 161-6| 70-0] 20 2-00 | 27 
-~ ae 70-0 | 143°2 65-0 | 20 1-85 28 
» 23 | 65-0] 142-9] 60-0| 20 1-78] 17 
» 30 | 60:0] 144-6} 60:0] 1911-91] 20 
Feb. 6 60-0 | 148-6 | 60:0 | 20 0-23 21 
a 65-0 | 139-9 | 65:0 | 20 0-20 26 
» 20 | 75-01 153°7! 75°01! 20 0-52! 31 


On February 20th applications at £99 15s. 1d. per cent 
for bills to be paid for on Monday, Thursday, Friday and 
Saturday of following week were accepted as to about 
31 per cent of the amount applied for, and applications 
at higher prices in full. Applications at £99 15s. 1d. 
for bills to be paid for on Wednesday, and at £99 15s. 2d. 
for bills to be paid for on Tuesday, were accepted in 
full. £75 millions of Treasury bills are being offered 
on February 27th. For the week ending February 
28th the banks will be asked for Treasury deposits to 
a maximum amount of £20 millions, 


NATIONAL SAVINGS 
CERTIFICATES AND 3% AND 24% 
BONDS SUBSCRIPTIONS 
(£ thousands) 





Week 3% 3% wa 

= N.S.C. Defence | Savings « 

ended Bonds | Bonds Bonds 
1949-51 

i dwn cae | 4,090 | 2,250) 7,853§ 7,220 
a edwaaed | 3757 | 1,777 | 11,835§} 7,742 
— ae | 4,021 | 2,070] 8,485§ 10,308 
Oe Bisccccs 4,649 | 2,388 2.5365) 7,765§ 
co, as Vials | 5,003 | 3,780]  9,182§] 18,2605 
a ee | 5,816] 3,700} 11,362\|| 9,546§ 
a aweuhen | ve | 11,294||| 13,093§ 


* 117 weeks. 
§ Including series ‘‘A.” 


+ 60 weeks. t 20 weeks. 
Including Series “‘ A” & “ B.” 

Interest free loans received by the Treasury up to 
Feb 24th amounted to a total value of £44,373,207. 
Up to Jan. 3lst, principal of Savings Certificates to 
the amount of {55,322,000 has been repaid. 


Marka Rates.—The following rates remained un- 
changed between Feb. 2lst and Feb. 27th. 


Egypt. Piastres (97) 978-§. India. Rupee (18d. per 
rupee) 17-18%. Belgian Congo. Francs 176}-}. 
China. National $ 23-3§d. 


Special Accounts are in force for Brazil, Chile. 
Uruguay, Peru, Bolivia and Paraguay, for which no rate 
of exchange is quoted in London. 


Forward Rates.—Forward rates for one month have 
remained unchanged as follows :—United States. 3 cent 
pm.-par. Can@da. } cent pm.-par. Switzerland. 3 cents 
pm.-par. Sweden. 3 ore pm.-par. Dutch East Indies. 
1g cents pm.-par. 


MONEY RATES, LONDON.—The following rates re- 
toained unchanged between Feb. 21st and Feb. 27th :— 
Bank rate, 2% (changed from 3% October 26, 1939) 
Discount}rates : Bank Bills, 60 days, 14% ; 3 months 
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BANK OF ENGLAND 
RETURNS 


FEBRUARY 25, 1942 
ISSUE DEPARTMENT 


£ £ 
Notes Issued : | Govt. Debt... 11,015,100 
In Circln. ... 749,571,795 | Other Govt. 
In Bankg. De- Securities ... 767,181,015 
partment... 30,669,780 | Other Secs. .. 1,793,688 
Silver Coin .. 10,197 
Amt. of Fid. 
Issue ....... 780,000,000 
Gold Coin & 
Bullion (at 
168s. r OZ. 
fine) . ™ eee 241,575 
780,241,575 780,241,575 


BANKING DEPARTMENT 


£ £ 
Props.’ Capital 14,553,000 | Govt. Secs. .. 161,262,838 
0 3,449,550 | Other Secs. : _ 
Public Deps.*. 11,486,958 | Discounts & 
‘ - ~~ Advances... 4,246,239 
Other Deps. : Securities.... 21,491,827 
Bankers ..... 136,826,156 ————— 
Other Accts... 51,694,526 25,738,066 
mmm | NOOBS. 6 << 000 30,669,780 
188,520,682 | Gold & Silver 
Coin. . 339,506 
218,010,190 218,010,190 
* Including Exchequer, Savings Banks, Commis 


sioners of National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 


(£ millions) 
7 * 





1941 1942 
Feb. | Feb. | Feb. | Feb. 
26 ll 18 25 
Issue Dept. : 
Notes in circulation 603-2) 749-5 748-6) 749-6 
Notes in banking depart- 
Se a bck omsen.s 27-0| 30-7) 31-6) 30-7 
Government debt and 
securities®..........- 627 -0| 778-2, 778-2) 778-2 
Other securities ....... 3-0 1-8 1°8 1-8 
SR RIE sc. 000066000 0-0 0-0 0-0 0-6 
Gold, valued at s. per, 0-2} 0-2) 0:2) 0-2 
BGs a cece lee ee 168 -00|168 -00 168 -00|168 -00 
—— $ | 
Pi cacs ceccccccss] 146) 10-2) 10-9 11°5 
rere .| 121-7) 122-3 135-8) 136-8 
Ch é6sebs oneweawn 53-0} 58-2 51:1) 51-7 
cas vn cnskenses 189-3) 190-7 197-8} 200-0 
Banking Dept. Secs | 
Government ...... 156-4) 148-2 154-9} 161-3 
Discounts, etc......... 3-7) 6:7 6-6 4-2 
Ge hccccaseveceess 19-0} 22-8) 22-2) 21-5 
aes ose eeet en ..., 179-1) 177-7; 183-7] 187-0 
Banking depart. res. .....| 28-4 31-1 32 “0 31 0 
> ° ‘a (oO 
“ Proportion” ..........| 14-9} 16-3; 16-1) 15:5 


® Government debt is £11,015,100; capital 
£14,553,000. Fiduciary issue raised from £730 millions 
to £780 millions on December 3, 1941. 


GOLD AND SILVER 


The Bank of England’s official buying price for goid 
remained at 168s. Od. per fine ounce throughout the week 

In the London silver market prices per standard ounce 
have been as follows :— 


Date Cash Two Months 
d. d. 

Pebsenty 39 .ccccccescces 234 23% 

os Piiceceuneesnwee . 2 23% 

~ DGwickebenescavas 23% 23% 

e EEA 234 234 

’ De ci ierrecaas 23¢ 234 
14%; 4 months, 14-14%; 6 months, 14-14% 


Treasury Bills: 2 months, 1-14%; 3 months, 14% 
Day-to-day money, 1-14%; Feb. 21, #14%. Short 
Loans, 1-1}%. Bank deposit rates 4%. Discount 
deposit at call $%, at notice 2%. 


NEW YORK EXCHANGE RATES 


New York | Feb. | Feb. | Feb. | Feb. | Feb. | Feb 
on 19 20 21 23 24. | 25 
«| 
Cables :-— Cents | Cents | Cents Cents , Cents 
London ....} 4033 | 4033 | 4032 | 2 | 4033 | 4038 
Montreal . . ./88 -750 88 -625'88 -620| 2 3 |88-500 88 -500 
Zuricht ....'23-30 |23-30 23-30} 3% |23°30 '23-°30 
B. Aires... . 23-60% 23 -60%/23 60%, 27 |23 -60*)23 60° 


5-14 | | 5-14! 5-14 
+ Commercial Bills. 


5-14 5:14 
* Official rate 29-78. 


Brazil..... 
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PROVINCIAL BANK CLEARINGS | U.S. FEDERAL RESERVE BANKS CENTRAL BANK OF ARGENTIN, 
(& thousands) Million $’s Million paper pesos 
} . | | | 
— | Aone | 12 U.S.F.R. Banks | Feb. | Feb. | Feb. | ‘Feb. - ae 
eet |_from Jan.ito | RESOURCES | 20 | 4, | 2S |e a Dec. | De 
Feb. Feb. Feb. Feb. Gold certifs. on hand and! 1941 | 1942 | 1942 | 1942 M | 3 aa “30 | 15, | 3 
a 21, 22, 21, due from Treasury ... ..}| 19,903; 20,522) 20,530) 20,503 Gold at hor — <8 Be fo | 1941 | 1941 | 194) 
1941 1942 | 194] 1942 | Total reserves .| 20,251) 20,883) 20,885! 20,869 Deleon mene aan eet | °’358 1,075) 1,075) 1.9 
Working davs 6 6 45 ’ 44 | Total cash reserves vex 339} 350 342 352 aia’ Govt “Sat ay : 119 119 464) " 
Birminghan 1,860 2,361 18,441 | 21.961 Total U.S. Govt. secs......| 2,184) 2,243 2,243 2,250 ieee i Saiarhe , , 595 394 119) yy 
Bradford 1,740 | 2,087 | 16,426 | 17,822 | Total bills and secs pe Bie Bet pul =| ee 
Bristol 2,038 2,507 | 14,566 17.328 otal — es ...+| 23,399) 24,268 24,195 24.417 | dieses 
Hull 517} 753} 5,400| 6,598 He eran ~~ 433 | Notesincirculation.......| 1,224) 1,28 
Leeds 854/70 | 8703 | 100810 F.R. votes in ciren. ...... | $943) 8,352) 8,422) 8438 | Dooce Government ...| '106| "207, "uel bis 
Leicester | 740 70 | 6822/ 7,195 | Excessmr. bank res......./ 6,080 3,530) 3,360) 3.260 Janks | 437} 5021 aeel o 
Liverpool | 6,057 | 4,092 | 42,999 | 35,798 | Mr. bank res. dep - -| 14,021) 12,849 12,905) 13,058 | Certs. of participation... 127} 30 7 *#. 
Manchester | 11,834 | 12,479 | 92,301 | 99,137 | Govt. deposits 479) |g bl S19 204 «| Reserve ratio 75 1% 75 -6% 76-19, 95.0" 
Newcastle 1,054 | 1,631 | 11,103 | 12,635 | Total deposits ..++++| 16,285] 14,592, 14,533) 14,573 [15-9 
Nottir eh an 399 419 4,098 4117 | Total liabilities ...| 23,399 van 24,195 24,417 | 
She ffi 590 863 4.601 8.476 | Reserve ratio . ./91 +1‘ 09 1-0% 91 “09, 90-7 
South ee 68 109 803 1,014 a [TREASURY | | 
7 a = é RESOURCES | a 7 
12 Towns 27,751 | 28,965 | 226,263 | 242,891 Moestexy gold stock aes 22,738) 22,741, 22,712 | RESERVE BANK OF INDIA 
wt po th ; oS reasury & bank currency ,102} 3,259) 3,263) 3,264 
Dublin* a : 5.613 5693 | 45.35 Ez9 LIABILITIES Million rupees 
= =o00 0 _ See * See Se Se eney in cleceaiion | 6,688) 11,231) 11,319 11,339 
* Feb. 15, 1941, and Feb. 14, 1942. Treasury cash and dep 2,701| 2,577| 2,513, 2.445 | ] 


| Feb. | Jan. | Jan. | Feb. | } 
‘Si Se : 
| 


ASSETS | 1941 | 1942 | 194 | 

OVERSEAS BANK hionipmennne: cat cA ato Shy) 
Rupee coin 308} 322) 318 | 3 

RETURNS Million Can. $ | Balances : 310) 3 






































i 659 42° 548 452} 
ee Sterling securit 1,405, 2,456 2,486) 2,586) 26% 
RESERVE BANK OF NEW ZEALAND len. | Jan. | Jan. | Jan Ind. Govt. rup. se 496, 415) 415 415) qi 
_Million £N.Z.’s 22 7, | °14, | “22 bavestmen 10) 130) 134 
aan an oe ASSETS 1941 | 1942 | 1942 | 1942 ; | 
| Dec. | Nov Dec. | Dec. Reserve : Gold : ; Lia ris — - ace 
Pee oe Other 36 +3) 225-3, 228-1) 263 -¢ Notes i India) 2,352) 3,306) 3,332) 3,427) 344 
1940 | 1941 | 1941 | 1941 tSecurities 565°5| 571-1] 519-8) 472-7 | — SS SS he 
11 -55| 13-85) 13-67, 13-86 | Deposits : Govts 272) 149; 295) 132) 0) 
26 -84, 22-59) 23-63) 23-06 LIABILITIES - B | cS 44 ce 380 40) 425) 
3-77! 3-84 3-84) 3-84 Note circulation 344-4) 490-2) 482-6 478-8 | ‘“Seserve Tali 69 174/19 *B'70 80-017 80 “776/81 44, 
LIABILITIES Deposits : Dom. Govt 26-5| 93-4 60-9 44-9 
Bank Notes 21-41) 22-29) 22-71) 23-02 Charte banks 215 200 -4' 190-7) 199 
lliabs.: State 6 -5¢é 8-04 8-35) 9-36 
Banks and others 12-77; 9-04 9-27) 7-36 
Reserve to sight liabs 28 -3°% 35 -1%133 -8%I34 -5 ‘anion tataieaswe AUSTRALIAN COMMONWEALTH 
7 — rmx lange ontrol Oard against securities 
BANK—Million £A's 
SWISS N ATION AL BANK SOUTH AFRICAN RESERVE BANK 
F tir ie Million £’s 
Million Swiss Frs. ' S 7 Dec. | Dec. | De a 
May | Nov Nov. ; Feb 3 12 19, 24 ASSETS | 1940 | 1941 1941 | 
31, 22, a ASSET 1941 | 1941 | 1941 | 1941 | Gold and English ster | 17-71) 19-96 19-96) 1% 
ASSETS 1940 | 1941 | 1941 1942 Gold coin and bullion 42-81) 45-34, 45-08 44-43 Othe —_ a n, et |} 6-52) 6-45) 6:15) 5-19 
Gold . 2168 -3 2604 -0 2605 -7 3124-1 Bilis discounted 7, 0-33) 0-35) 0-32 ( Ul m y, London 69-11) 35°11) 35-79) 35-7 
Foreign exchange 360-6 934-2 936-7) 440-6 Invest. and other asset 33-11) 60-76) 61-41) 60-82 Secrts. ona Treas. bills | 92-49) 67-23) 69-68) 81-3 
Discounts, et: 174°3, 95-7) 95-7; 37-9 LIABILITIES | | Discounts and advance 26 -68 22-17) 22-03) 222 
143-8! 24-5) 26-1) 18-7 Notes in circulati 24-14) 26-98) 27-75] 28-63 
86-9 69-9 69-8 68-1 Deposits : Government 2-48 18-88 18-43) 17-4 | LIABILITIES | 
ILITIES Bankers’ 44-89) 48-20) 48-00) 47-15 | Notes issued | 68-12) 76-11) 76-61) 844 
Notes in circulatior 2245 -6 2136 -7 2211 -8 2174-0 Others 4-92} 7-75 8-18 7-14 Deposits, et 127 -82 118 -58)/120 69/131 -74 
Other sight liabilit 565-1! 251-1! 250-5 237-1 Reserve rat 6 +3%,'44°8%, 44 -3%, 44-2 p 
UNITED KINGDOM : MONTHLY STATISTICS 
| Mor sthly Average 1940 1941 ) 19e2 
Unit of . aT aT i — _ — —- — —||— 
| Measurement | j999 | 1932 | 1938 | 1939 | 1940 | 1941 || Dec. || Jan. | June | July | Aug. | Sept.| Oct. | Nov. | Dec, | Ja 
i 
Population mid 1939, 47,676,000 ; 95,030 sq. miles ; (244, 000 sq. kms.) 
1. Retail trade, Gt. Brit.: Food...... Avg. daily sales ° 78 104 108 BE tse 126 110 106 110 106 99 107 107 123)| 
2. a Other merchandise .... in 1937=100 eee 83 100 102 _ 137 1 106 89 90 101 98 97 126 
3. | TE rr o one 81 102 105 wel ase 132 102 106 101 98 99 103 102 126) we 
4. Registered unemployed G.B........ Thousands 1,212) 2,756, 1,791) 1,514 963 350 705 69€ 302 277 270, 23) 216 199) 188) 19 
5. ,, United Kingdom (a).......... - 1,276; 2,813) 1,881; 1,690) 1,035 392 775 765 342 316 303 260 246 226 217/| .. 
6. =. RA cckengs6asosenessen00 = 118 306 226 239 214 5 127 122 46 43 48 38 40 4 39) a 
7. .» E.andS. England (6)......... » 50 142 96) 93 99 28 67 69 21 18 18 16 15 14 14) 1 
6 op” eels NINE Go. pc cescscscce > 69 157 &4 76 33 le 37 3§ 1¢ 12 13 ll 9 8 8 b 
9. » Midlands & N. Midlands (d) (e). » 165 371 210 153 92 28 81 70 20 16 18 13 12 10 10), 3 
10. , N.E. England (d@)............. » 280 602 208 151 75 30 55 60 30 25 23 20 18 15 14 iM 
11. |, N.W. England (e) ............ ef 285| °562| 398; 309) 149 54 86 87, «53 50 48 44 40} 32) a 
ih. ft ric cen en ben eeeeos » ° ooo ft 158 139 89 37 75 73 30 26 27 24 22 21 19 ue 
i 2 ei cchbsoanedesdetesess » ‘156 378 253 217 125 51 91 101 51 50 45 40 38 37 35) ¥ 
eB. . s saeoskwe Ss 116} 228) 164 127 89} 41 87 17 37 36 33 a4 22; 22) 2 
15. Northern Ireland............. 2 36) 68 91 76 75 42 70 69 40 39 33 29 30 27 28 
16. Industr. disputes. No. days lost.... - 676 541 110 107 78 87 50 24 89 25 44 93 96 72 37 
Wholesale Prices: Economist : | Ee 
i, STOEL. c60500 0000000006 1929= 100 100) 70-4) 82-4) 76-2 93-9) 102-4) 100-0/ 100-6) 98-5) 97-3) 102-6) 103-7 105-1) 106-1) 108-2\| 109% 
i ck ccashesesseessercee . 100] 72-8} 68-4) 76-4! 95-4) 111-0/ 99-7) 109-3) 109-7) 115-6! 116-2) 116-3) 116-6) 116-6) 115-1] 125% 
ea tena ibnsesd ease i. 100! 53-4) 58-6) 63-8) 93-0) 100-7! 96-0| 96-2) 100-9) 101-2) 102-3) 102-9] 101-1) 101-0) 102-5) 1023 
i PD <pothbbntodsesacceveseos 2 100} 76-3) 97-4) 100-0) 125-0 135-7) 133-9) 135 1 135 6) 135-4) 135-1) 135-1) 135-8) 135-8) 136 1] 1367 
21. Total, incl. miscellaneous.......... > 100} 67-8) 77-8) 80-3) 104-3 114-4) 109-1) 110-9) 113-2) 114-4) 115-5) 115-9) 126-2) 116-2) 117-4) 117 
Cost of Living: Min. of Labour : | 
PP dékbawehebse6eeeseeesoneses » 100} 81-8, 90-1) 92-4) 107-2) 108-7) 111-6) 111-0} 108-4) 108-4) 107-8! 107-1) 107-1) 107-1) 105-9) 105% 
cecil oiekpesekusens andes - 100) 87-8) 95-2) 96-4) 113-1 121 119-5!) 120-1) 122-3) 121-3) 121-3) 121-3) 122-0) 122-6) 122-0) 1224 
24. Industrial securities, Fin. News..... Jul.1,1935=100 || 102-0, 64-0) 85-6) 78-1) 68-2) 74-3) 70-4 71:9} 72°7| 75-4) 77-7] 78-8] 78-9| 82-6) 79-7) 804 
25. Fixed interest. ,, -— mm . senes 1928= 100 96 -8! 113-6) 127-6) 116-8) 122-8) 129-6)) 125-9) 126-9) 129-2) 129-8) 130-1) 130-8) 131 9) 132-5) 132-0) 133 
26. Govt. Revenue, cumulative Uf) panes Mill. £’s 815-0) 827 -0)1006 -2/1132 -2. 1495-3 818-5 1032-2) 343-7) 460-1) 651-9) 786-1) 916 3/1070 -3)1298 -5))1646% 
> « expenditure a - 829 -5| 859 -3)1018 -9|1408 -2:3970-7) ... 2774 +2 5095 -2 108 98 -8'1416 -9)/1872 -9.2284 52615 6 5089 °9 3572 +7||3984 4 
28. Bank of Eng.: Notes in circ. (g)... 362-3) 258-5| 487-4) 509-9, 566) 651-3) 608-2 602-7) 637-3, 650-7) 666-1| 669-4) 685-8 705-2) 737-3) 144 
29. ,, Bankers’ deposits (g).. odece ° 62-9} 81-3) 103-8) 102-8 110} 121-1)! 121-7), 113-1) 119-9) 132-1) 108-4) 129-5] 122-2) 128-9) 148°2) 140°) 
30. » Gov. sec. B’king Dept.(g)..... e 55-9) 64-0) 103-2) 107-0 143; 142-8) 159-3) 156-1) 132-5) 156-7 16Qy2, 122 -6| 136 6) 157-5 | 159-4 155") 
Clearing Banks: (h) | | 
Bs gp URE cones osescctoesesere » 1,738} 1,791, 2,277) 2,248) 2,484) 2,970) 2,800)| 2,757) 2,946) 2,991) 2,997] 3,115} 3,176) 3,208) 3,329 3,22 
 ~. Cash & bel. with BE. ........ ” 194 187 241 244 265 31l 324 279 3ll 306 316 330} 328 332 366]! ; 
i Ses sneneshesesiesness . 229, 308, 280; 255| 366 231) 265 269 193, 275, 266, 315) 270| 246 11) B 
34. ., Treasury Deposit Receipts ..... = ee sie so ae a 495| 314 341/ 482) 476] 469 532) 596) 651) 758) z 
7 a 991} 844 976) 991) 944 849 906 909 859 853) 838 826| 823; 809) 807) a. 
BE: .:,' MRVOOMNERES........-000000008 8 257; 348) 637, 608} 659) 919) - 771! 789) 880| 902) 935 939 986| 999, 999) 1 
3/, Interest Rates: Bank rate........ Per cent 5-498] 3-008) 2 2°24) 2 2 2 2 2 2 2 | 2 2 2 ‘. 
38. ,, WZhree months’ bank bills....... » 5-26, 1-87) 0-62; 1-18) 1-04 1-03) 1-03)) 1-03) 1-03) 1-03) 1-03 , 03; 1-03) 1-03 1-03} } 
= ow Be BO Gay BOOMS. 2.0 0 oc ccc cccce » 4-47| 1-61) 0-50) 0-87) 0-76) 0-75|)) 0-75'| 0O-75' 0-75) O-75| 0-75) O- 75) 0-75) 0-75, 1 00) 
_» Yield on 23% Consols. nae sub wip a - | 4-61 3° “15 3 39) 3-76| 3°40! 3-12!) 3-24'| 3-23! 3-07| 3-08 3 “08 3-0 03! 3 03) 3-03! 3° o2i|_»* 34 
1937, average Jenuery to August : gues for Septem ber-December not comparable owing to revised method of counting adopted in September, 1937. 0 
(233 1940, includes former Southern and South Eastern divisions. (c) Includes Southern division before January, 1940. (d) From September,, 1939, 
and Lincoln included in North Midlands instead of N.E. England. (e) From December, 1941, High Peak Patliamentary Division of Derbyshire included in North 


instead of North-Western England. (f) Ordinary and Self-balancing revenue and expenditure. Annual figures are totals for financial year, beginning in year $ shown 
Monthly figures are cumulative. (g) Average of weekly figures. (A) Annual figures for 1929 and 1932 do not include District Bank. 
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Leicesier Permanent Building Society.— 





Total assets on Dec. 31st £16,593,245 
£16,511,014). Cash £806,086 (4,730,166). 
‘Total mbei morigages 31,294 (31,966), 
totalling £14,089,525 (£14,829,094). Paid- 
up shares £12,203,466 (£12,077,563). Sub- 
scription shares £915.1¢ 21,803). De- 
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for net interest accrued 
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fixed interest stocks and for changes in interim dividend: 
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